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Preface

This paper analyzes the implications of the Uruguay Round Agreements for Bangladesh agriculture and
agribusiness development with a special focus on processed cereals and dairy products, edible oils, poultry
products, fruits and vegetables, fertilizers and agriculture machinery. Opportunities opened by the Uruguay
Round Agreements are assessed. The paper concludes that Bangladesh should invest in building human capital
and market infrastructure and information system to derive full benefits resulting from the opportunities opened
by these agreements.

The draft paper was presented at the Round Table Conference on the Consequences of the Uruguay Round
Agreement for Bangladesh Agriculture in Dhaka, Bangladesh in July 1999. The Round Table was organized by
the Ministry of Agriculture, Government of Bangladesh, with support from UNDP, FAO, and USAID. Com-
ments received at the Round Table are reflected in the paper.

The research for this paper was undertaken under the Agrobased Industries and Technology Development
Project (ATDP) funded by the United States Agency for International Development (USAID) (contract number
388-C-00-92-00039-08) and implemented by IFDC in collaboration with the Ministry of Agriculture and other
agencies.
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Implications of the Uruguay Round Agreements
for Agriculture and Agribusiness Development in Bangladesh

Executive Summary

I. Introduction

The Uruguay Round (UR) was the eighth round of the General Agreement on Tariffs and Trade (GATT)
initiated in 1947. It was one of the longest and yet unique rounds. The negotiations under this round were
initiated in 1986 and concluded in 1993, and agriculture was included for the first time under the GATT rules.
The commitments for reducing tariffs, export subsidies, and domestic support to agriculture for various country
groups under the Uruguay Round Agreement on Agriculture (URAA) are briefly summarized in Matrix A. It is
important to note from this matrix that while developing and developed countries are required to reduce: (1) tar-
iffs (24% to 36%), (2) export subsidies (24% to 36%), and (3) domestic support to agriculture (13% to 20%), the
least developed countries, such as Bangladesh, have been exempted from these reduction commitments.

II. Nature and Scope of the Study

The main objectives of this study are: (1) to assess Bangladesh’s URAA commitments with the prevailing
situation during 1986-88 and 1995-97 and (2) to analyze the implications of the URAA and other related agree-
ments for agriculture and agribusiness development in Bangladesh. The study focused on seven commodity
groups, namely, processed cereals, edible oils, poultry products, processed dairy products, fruits and vegetables,
fertilizers, and agricultural machinery. In addition, provisions dealing with primary products and trends in agri-
cultural trade are also analyzed to provide the necessary background for the selected commodity groups. The
analysis of trends in agricultural trade is confined to the commodities included in the URAA, which excludes
jute products, fish, and fish products.

III. Bangladesh’s URAA Commitments

Bangladesh’s URAA commitments and the actual situation prevailing in 1986-88 and 1995-97 are summa-
rized in Matrix B. According to Bangladesh’s URAA commitments, no quantitative restrictions are imposed on
the import of the seven commodity groups nor is any export subsidy or domestic support to agriculture provided.
Except for fertilizers and agricultural machinery, bound tariffs declared are 200%. For agricultural machinery
and fertilizers (except superphosphates), bound tariffs are 0%. In contrast to bound tariffs, actual tariffs on five
of the seven commodity groups were significantly lower during both time periods—1986-88 and 1995-97. The
commitments on quantitative restrictions, export subsidy, and domestic support are also consistent with the
actual situation for all commodity groups except table eggs. The import of table eggs during the 1995-97 period
was fully banned.

Bangladesh provides minimal domestic support to agriculture and agribusiness. No direct price-distorting
subsidies are provided to exports of primary and processed commodities. Indirect support to commodity exports
is also minimal and consistent with URAA provisions. In fact, Bangladesh can and should use the Green Box
measures and other exemptions of the URAA to promote sound agriculture and agribusiness development in the
country. Although existing direct and indirect subsidies on fertilizers are consistent with the URAA, Bangladesh
needs to reassess the natural gas pricing subsidy for the fertilizer industry if it wants to capture the potential
market for urea in the Asian region.
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IV. Bangladesh’s Trading Patterns and Partners

Bangladesh has a tiny share (0.1%) in the global trade and agriculture contributes a small share (12%). Most
of its agricultural trade is dominated by imports (over 90%). Agricultural exports contribute roughly 2% to the
total exports and are overshadowed by primary products—tea and vegetables (98%) exported mainly to Poland,
Pakistan, United States, United Kingdom, Saudi Arabia, the former Soviet Union, and Singapore. Bangladesh
exported virtually nothing in recent years in the form of processed agricultural products and, worse still, what-
ever little was exported had been declining over time. On the import side, edible oils, dairy products, and fruits
and vegetables account for approximately 95% of the import of processed agricultural products. The main
trading partners are Argentina, Brazil, and Malaysia for edible oils; India, Bhutan, and Iran for fruits and veg-
etables; and Australia, New Zealand, Denmark, the Netherlands, and Poland for dairy products. In recent years,
preferential duties on imports from Bhutan have encouraged import of processed fruits and fruit juices from
Bhutan and from other countries via Bhutan.

V. Implications of the URAA

Being a least developed country (LDC), Bangladesh is exempted from reduction commitments on tariffs,
export subsidies, and domestic support to agriculture under the URAA. Nevertheless, from the URAA perspec-
tive, Bangladesh’s trading environment is generally distortion free for the seven commodity groups included in
this study. Because Bangladesh has liberalized its foreign trade at a faster pace than what is implied by the
URAA, the country’s URAA commitments on tariffs are unlikely to have any significant impact on its trade
because actual (operating) tariffs for most commodities are much lower than bound tariffs.

Reductions in tariffs, export subsidies, and domestic support to agriculture in the developed and developing
countries, especially Bangladesh’s trading partners, may open opportunities for both import substitution and
export promotion in Bangladesh. However, it is unlikely that Bangladesh can benefit significantly in the short
run from such opportunities because Bangladesh’s existing export trade is insignificant in processed products
for which domestic and global markets are growing rapidly (4%-9%/year).

The URAA may open opportunities for import substitution of edible oils and dairy products if global prices of
these commodities increase significantly in the future. Likewise, Bangladesh may benefit from exports of
agroprocessed products, especially fruits and vegetables, provided it takes a “proactive” policy approach to
develop the agroprocessing sector by instituting suitable measures for technology transfer, market research,
infrastructure development, and enabling policy environment. In this context, concessional imports coming
from Bhutan need reassessment.

VI. Policy and Technical Recommendations

Policy and technical recommendations resulting from the study are divided into two groups. The first group
includes policy and technical recommendations related to the Uruguay Round Agreements, and the second
group deals with the policy and technical measures necessary for developing agriculture and agroprocessing in
the country.

1. Policy and Technical Recommendations Related to the URAAs
a. Tariff bounds declared in the UR schedules are unnecessarily high and should be reduced to more realistic

levels, e.g., 50%, for all commodities except poultry products for which the tariffied rate in place of
quantitative restrictions may be higher. Moreover, to encourage the production of agricultural inputs in the
country, tariff bounds on fertilizers and agricultural machinery could be raised from zero percent to 50%.

b. The remaining quantitative restrictions on agricultural trade should be tariffied.

c. Institutional capacity for dealing with World Trade Organization (WTO)-related measures should be
strengthened with the Ministry of Agriculture and the Ministry of Commerce.



xi

d. Because many LDCs and developing countries were not well prepared to submit their URAA commit-
ments, these countries should be allowed to revise their commitments during the next round of multilat-
eral trade negotiations.

e. The URAA has exempted input subsidies targeted to low-income or resource-poor farmers. Because most
small farmers are low-income or resource-poor farmers in the LDCs, the WTO should allow the exemp-
tion of subsidies on agricultural inputs from domestic support reduction commitments in such countries.

f. Investment in irrigation infrastructure is essential for the adoption of new technologies and the promotion
of agricultural growth in developing countries. Since irrigation infrastructure is a public good, investment
for developing irrigation facilities should be excluded from the aggregate measure of support (AMS)
calculations.

2. Policy and Technical Recommendations Related to Agriculture and Agribusiness
Development
Agroprocessing in Bangladesh is at its infancy and requires support for development so that the country can

benefit from the opening of markets for processed goods, especially fruits and vegetables, in the developed and
developing countries. To support the development of agribusiness, the following measures should be taken.

a. The Ministries of Agriculture and Commerce should develop market intelligence and market information
systems to identify ‘niche’ markets for primary and processed fruits, vegetables, and other products ex-
portable from Bangladesh. A special cell may be created in the Ministry of Agriculture and in the Export
Promotion Bureau of the Ministry of Commerce for this purpose. The information about potential markets
should be freely and regularly disseminated to interested entrepreneurs.

b. The Government of Bangladesh (GOB) should make URAA-consistent investments in developing mar-
keting infrastructures—facilities for grading, packaging, storage, and transportation—for reducing trans-
action costs of exports and in providing additional cargo space for exporting fruits and vegetables.

c. GOB should reassess the need for subsidizing fertilizers for two reasons. First, fertilizer subsidies were
introduced when global fertilizer prices were high—over $200/ton of urea. Currently urea is selling at less
than $80/ton in the global market. Second, Bangladesh has a potential to capture the captive urea market
in the region. To realize that potential in a manner that is consistent with WTO rules, Bangladesh may not
be able to subsidize natural gas price to the fertilizer industry.

d. Concessional imports of processed fruits and vegetables coming from Bhutan should be reexamined for
two reasons. First, it distorts the tariff structure and incentives for domestic production. Second, it creates
incentives for other countries to channel their exports through Bhutan. In such indirect trade, Bangladesh
does not benefit from the reciprocity of bilateral trade agreements.

e. The existing differential tariff rates, though consistent with the URAA, creates anomalies for the
agroprocessing sector. Under the existing tariff structure, GOB charges lower tariffs on intermediate prod-
ucts and higher tariffs on finished products. Since many of the finished products, such as paper, plastics,
etc., are used as inputs, such a tariff adds to the cost of production and makes domestically produced
products less competitive. GOB should over time minimize the dispersion in tariffs and eventually move
to a uniform tariff rate structure.

f. The availability of finance seems to be a critical constraint to promoting agroprocessing investments. The
access to institutional finance should be improved by creating special funds for long-term investment in
agribusiness and by providing support to agribusiness dealers in project preparation and loan applications.

g. Many small and medium business enterprises need training and technical assistance to develop the
agroprocessing sector. GOB, in cooperation with donors, should arrange for such training and technical
assistance and facilitate the transfer of technologies from developed and developing countries to Bangladesh.
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Uruguay Round Agreement on Agriculture (URAA): Basic Provisions

Matrix A

a. Subsidies on marketing and transporation costs are excluded.
b. Input subsidies for poor farmers, investment subsidies, and diversification subsidies are exempt.

Source: WTO (1995).
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Implications of the Uruguay Round Agreements
for Agriculture and Agribusiness Development in Bangladesh

I.  Introduction

The Uruguay Round (UR) was the eighth round of
the General Agreement on Tariffs and Trade, or com-
monly known as GATT, initiated in 1947 (Table 1).
The overall goal of these negotiations had been to cre-
ate a more liberal and transparent environment for in-
ternational trade by reducing or eliminating tariffs and
quotas on imports and exports of goods and services in
the multilateral trade arena. Consequently, tariffs on
imported goods have been declining over time, and
more and more countries have reduced tariffs and quo-
tas on an increasing number of manufactured goods.

Table 1. The GATT Negotiating Rounds

Source: FAO [1998].

The Uruguay Round is one of the longest, and yet
unique and comprehensive, rounds. The negotiations
under this round were started in 1986 and concluded
in 1993; disagreements on commitments on tariffs and
subsidies on agricultural commodities among differ-
ent countries prolonged these negotiations for an addi-
tional 3 years after 1990. It is unique because agricul-
ture was included for the first time for reducing tariffs
and quotas on agricultural imports. Under all previous

rounds, agricultural policies were considered too sen-
sitive for food security reasons to be negotiated with
other countries, but growing grain surpluses and in-
creasing subsidy burdens of the mid-1980s motivated
Organization for Economic Co-Operation and Devel-
opment (OECD) countries to reassess protectionist
policies of the post-war era. It is comprehensive be-
cause it includes agreements in several areas, includ-
ing services and intellectual property rights, and led to
the creation of the WTO for ensuring the implementa-
tion of various agreements on tariffs and trade.

Although agreements under all areas will have im-
plications for agriculture and agribusiness in
Bangladesh, agreements on agriculture are expected
to have significant implications and, therefore, are ana-
lyzed in greater detail in this study.

Nature and Scope of the Study
The main objective of this study is to analyze the

implications of the URAA and other related areas on
agriculture and agribusiness. This study is a part of the
joint Food and Agriculture Organization of the United
Nations (FAO)/IFDC study on the implications of
URAA for agriculture and agribusiness in Bangladesh.
Consequently, the commodity coverage has been di-
vided between the two studies as follows.

• IFDC Study—Processed cereals, edible oils, poultry
products, processed dairy products, fruits and veg-
etables, fertilizers, and agricultural machinery.

• FAO Study—Cereals, oilseeds, pulses, dairy prod-
ucts (milk), sugarcane and sugar, tea, seeds, and fish-
eries and livestock (sanitary and phyto-sanitary [SPS]
issues only).

Nevertheless, to provide the necessary background
and context for the various issues involved in under-
standing the implications of URAA on processed com-
modities, fruits and vegetables, and agricultural inputs
selected for the IFDC study, provisions dealing with
primary agricultural products and trends in agricultural
trade are also analyzed.
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This report is divided into seven sections. The next
section deals with the basic provisions of the URAA
and related areas for various country groups and briefly
summarizes the likely impact of these agreements on
world agriculture, in general, and developing-country
agriculture, in particular. Section III analyzes
Bangladesh’s commitments on tariffs, nontariff barri-
ers, subsidies, and domestic support to agriculture. In
Section IV, trends in Bangladesh’s trade in primary and
processed agricultural commodities are discussed.
Bangladesh’s trading partners and their URAA com-
mitments are discussed in Section V. Section VI is de-
voted to implications of various provisions of the UR

agreements. The last section provides conclusions and
policy and technical recommendations for benefitting
from the URAA and preparing Bangladesh for the next
round of negotiations.

II.  Basic Provisions of the
Uruguay Round Agreement on

Agriculture

The basic provisions of the URAA are briefly sum-
marized in Matrix A. Under these provisions, coun-
tries have agreed to reduce tariffs, decrease export sub-

Matrix A

Uruguay Round Agreement on Agriculture (URAA): Basic Provisions
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sidies, and minimize domestic support to agriculture.
In addition, countries have agreed to remove nontariff
barriers through tariffication,1  i.e., through converting
quotas into equivalent tariffs. The countries have also
agreed to honor intellectual property rights and intro-
duce SPS measures [WTO, 1995]. However, all of the
countries that signed the agreement have been divided
into three groups, namely, developed countries, devel-
oping countries, and least developed countries. In gen-
eral, developed countries are required to reduce tariffs
and subsidies by higher percentage points than their
developing counterparts, and the least developed coun-
tries, being mostly food-deficit countries, have been
exempted from most reduction commitments. To un-
derstand the implications of these provisions for de-
veloping countries in general and for Bangladesh in
particular, a detailed explanation is warranted. The
commitments under URAA can broadly be divided into
three groups:

1. Market Access.

2. Export Subsidies.

3. Domestic Support.

Market Access
Many countries in the past have protected their ag-

ricultural sectors by levying tariffs on imported com-
modities and by restricting the quantity of goods im-
ported (nontariff barriers). To reduce these tariffs,
URAA requires that all quantitative restrictions or
nontariff barriers (NTBs) are converted into equiva-
lent tariffs by using the prices prevailing during 1986-
88 as the base period. Once these tariffs were identi-
fied through tariffication, then all countries are required
to reduce these tariffs over the period of agreement.
The developed countries are required to reduce these
tariffs by an average of 36%, with a minimum of 15%
for each tariff line during the 1995-2000 period, and
developing countries are required to reduce tariffs by
an average of 24%, with a minimum of 10% for each
tariff line. The least developed countries are exempted
from any tariff reduction commitments. It should be
noted that these reduction commitments are applied to
a simple average of percentage reductions in all tariff
lines. Such simple averaging has partially compromised
the potential impact of reduction in tariffs for impor-
tant commodities. For example, a country imposed a

1. The process of converting quantity restrictions into equivalent
tariffs on imported commodities.

5% tariff on commodity A and a 200% tariff on com-
modity B before the URAA. Under the agreement, if
the country agreed to reduce the tariff on commodity
A by 60% to 2% and on commodity B by 20% to 160%,
then a simple average of these reduction commitments
is 40—higher than the agreed 36%. But in reality, com-
modity B is highly protected and requires a higher tar-
iff reduction to promote global trade. This kind of com-
mitment by many countries has diluted the likely impact
of these tariff reductions on global trade.

In addition to these reduction commitments, coun-
tries are also required to bind these tariffs. That is,
during the period of implementation, tariffs on all com-
modities will have a ceiling, and tariffs in the future
will not exceed those ceilings. In this respect, all coun-
tries are treated alike, and even the least developed
countries, including Bangladesh, are required to “bind”
their tariffs. Besides, for a tariffied commodity, coun-
tries were also required to increase the share of im-
ports in domestic consumption from 3% to 5% during
the implementation period. However, exceptions are
allowed if the commodity in question is a staple food
of the country [WTO, 1995].

Export Subsidies
To improve fairness in global agricultural trade,

URAA requires that member countries should not in-
troduce any new subsidies on exports, nor should they
increase such subsidies over and above the level that
existed during the 1986-90 period except under the
provision of “front loading”2  [FAO, 1998]. On the other
hand, under the agreement, developed countries are
required to reduce the volume of subsidized exports
by 21% and expenditures on export subsidies by 36%
during the 1995-2000 period. The subsidy reduction
commitments for the developing countries are 14% and
24%, respectively, during the 1995-2004 period. Al-
though the least developed countries (LDCs) are ex-
empt from subsidy reduction commitments, they are
not allowed to introduce any new subsidies or increase
the existing ones. It should be noted that subsidies on
transportation and marketing costs to promote exports
are exempted from this provision for the developing
countries [WTO, 1995]. As many developing countries
and LDCs were implicitly and explicitly taxing their
agriculture, these commitments of developing coun-
tries were expected to have little, if any, direct impact

2. Under the “front-loading” provision, countries can take 1991/
92 as a base year if export subsidies were higher in 1991/92 than
those in 1986-90.
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on their agriculture. However, in the developed coun-
tries, these commitments may have two impacts. First,
decrease in subsidy will lead to reduced exports from
such countries. Second, reduced exports in general may,
ceteris paribus, lead to an increase in global prices.
The increased global prices were expected to have two
additional impacts: (1) increase in prices of agricul-
tural imports and (2) improved incentives for domes-
tic production of agricultural commodities, especially
food crops. Thus, in the short run, food-deficit coun-
tries may suffer a little due to increased global prices,
but in the long run, these countries may benefit from
increased domestic production. Because Bangladesh
is a food-deficit LDC, it falls into this category. Whether
Bangladesh actually suffered due to these provisions
is a matter of dispute and will be discussed in Section
VI.

Domestic Support
In addition to providing export subsides and impos-

ing tariffs, many countries have provided direct sup-
port to agricultural production although such support
has been relatively more common in the developed
countries. Such support consists of market price sup-
port, input subsidies, investment subsidies, subsidized
interest rates and loans, and other components. Under
the URAA, developed and developing countries have
agreed to reduce such support by 20% and 13.3%, re-
spectively, during the implementation period. Again,
an exception has been made for the LDCs who are ex-
empted from reduction commitments but have to freeze
the level of support to agriculture at the 1986-88 level.
The main implication of this provision is that if an LDC,
such as Bangladesh, did not provide support to agri-
culture in the 1986-88 period, then it cannot introduce
support during the 1995-2004 period. Because many
developing and least developed countries were not well
prepared for the UR negotiations and had significantly
liberalized their economies under structural adjustment
programs (SAPs), these countries, especially food-defi-
cit countries, could be at a disadvantage now because
their agricultural production has to compete with sub-
sidized imports from the developed countries in the
near future. However, the Green Box provisions and
the de minimis clause, as explained below, provide
enough flexibility to create genuine support to agri-
culture if such support is absolutely essential and fis-
cally sustainable.

There are several other features that should be noted
here about the reduction commitments on domestic

support. First, domestic support is aggregated over all
commodities and therefore it is referred to as an aggre-
gate measure of support (AMS). That means, a coun-
try can provide high support to a few selected com-
modities and no support to other commodities and yet
can meet the reduction obligations. For example, a
country could provide high levels of support to rice or
wheat and yet have lower overall AMS. This lacunae
in the Agreement definitely reduces the overall impact
of this provision on world trade. Ideally, domestic sup-
port to each commodity should have been targeted for
reduction. Second, nonprice distorting support is ex-
cluded from AMS. Several exceptions have been al-
lowed under the Green Box, the Blue Box, and the de
minimis provisions [FAO, 1998; WTO, 1995]. Under
the Green Box provisions, countries can provide sup-
port to agriculture, which is nonprice distorting and
environment-protecting, such as research and exten-
sion, training, pest management, land and forest con-
servation, infrastructure development, input subsidies
for poor farmers, investment subsidies, and crop di-
versification for reducing narcotic traffic. Similarly,
income support decoupled from price and production
is also exempted. Under the Blue Box provisions, coun-
tries are allowed to provide support based on acreage
and animal heads under set-aside programs. Annex A
provides the details on these exceptions. Besides, un-
der the de minimis clause, while estimating AMS, a
developed-country member is allowed to exclude prod-
uct-specific support if such support does not exceed
5% of the total value of the product and nonproduct-
specific support up to 5% of the total value of agricul-
tural production. A developing-country member is al-
lowed to exclude support up to 10% for each category.
Although all these exceptions compromise the disci-
pline needed to make world agriculture distortion free
and promote free trade in agricultural commodities, it
must be recognized that many countries have agreed
to subject their agricultural policies to WTO discipline,
and this is a positive step forward in the globalization
of agricultural trade.

III. Bangladesh’s URAA
Commitments

Because it is classified as a least developed country
by the United Nations (UN), Bangladesh is exempted
from reduction commitments on tariffs, export subsi-
dies, and domestic support to agriculture. However,
Bangladesh is required to freeze its domestic support
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to agriculture at the 1986-88 level and bind all its tar-
iffs. Bangladesh’s original URAA commitments, as re-
ported in Schedule LXX of the UR Agreement [GATT,
1994], are included in Annex B, and revised and con-
solidated commitments are included in Annex C. A
brief summary and an analysis of these commitments
are provided below.

Matrix B summarizes the reported commitments and
actual situation (with respect to tariffs, quantitative re-
strictions [QRs], export subsidies, and domestic sup-
port) prevailing in 1986-88 and 1995-97 for the seven
commodity groups selected for this study.

According to Bangladesh’s URAA commitments, no
QRs were imposed on the import of the seven com-
modity groups included in the study nor was any ex-
port subsidy or domestic support to agriculture pro-
vided in 1986-88 or 1995-97. Except for fertilizers and
agricultural machinery, bound tariff rates are 200% for
all commodities in the remaining five groups. For ag-
ricultural machinery and fertilizers, except single su-
perphosphate, bound tariff rates are zero; for single
superphosphate, bound tariff is 50%. In contrast with
declared bound tariffs, actual tariffs on five of the seven
commodity groups were significantly lower during the
1985/86-1987/88 period. Actual tariffs ranged from 5%
on dairy products to 100% on fruits and vegetables.
Only for agricultural machinery, actual tariffs exceeded
bound tariffs. The commitments on QRs, export subsi-
dies, and AMS are consistent with the prevailing situ-
ation, except that the import of processed cereals and
fertilizers was the monopoly of the Trading Corpora-
tion of Bangladesh—a state-owned enterprise.

The actual situation prevailing during the 1994/95-
1996/97 period was also consistent with the commit-
ments made by Bangladesh on all primary disciplines
except the restriction on import of table eggs. The op-
erating tariffs were lower than those that prevailed in
the base period (1986-88) and significantly lower than
bound tariffs. Only for agricultural machinery and fer-
tilizers, except superphosphates, are bound tariffs (0%)
identical to actual tariffs. In all other cases, because
bound tariffs are much higher than operating tariffs, a
case can be made to reduce bound tariffs to more real-
istic levels. Only domestic support available to crop
production, in general, and poultry and processed dairy
products, in particular, is indirect in the form of import
duties foregone on the import of agricultural machin-
ery. However, because the ultimate goal of the URAA/

WTO is to create a tariff-free environment for trade in
agricultural commodities, support in the form of tar-
iffs foregone is not a trade-distorting support and, there-
fore, does not form the part of AMS calculations. How-
ever, it should be noted that any support (direct or
indirect) provided to primary products should be re-
flected (prorated) for processed products, but it was
agreed between the two study groups that for report-
ing to WTO, all support will be included in the pri-
mary commodities group. A detailed analysis of
Bangladesh’s URAA commitments is provided in the
following sections.

Commitments on Market Access: Tariffs and
Nontariff Barriers

The fact that Bangladesh was not fully prepared to
safeguard its economic interests in the global trading
arena on an objective and rational basis is reflected in
its declared tariff bounds for most agricultural and
agribusiness products. Bangladesh became a victim of
the “fear” psychology. The country was afraid that re-
duced tariffs and liberalized trade may “flood” its mar-
kets with cheap imports and damage its capacity for
agricultural and agribusiness production. The country
was so overwhelmed with this fear that it ignored its
own reality. For most products, Bangladesh declared
200% tariffs as tariff bounds. In most cases, bound tar-
iffs are much higher than actual tariffs operating dur-
ing the mid-1990s. In all fairness, it must be said that
Bangladesh was not alone in such declarations. Many
other developing countries and LDCs also declared high
tariff bounds [GATT, 1994]. Keeping bound tariffs at
an unnecessarily high level risked giving a false signal
to the outside world.

Commitments on NTBs and Existing NTBs
Bangladesh, like other signatory countries, is obliged

to eliminate all NTBs on agricultural products and re-
place them by tariffs. This tariffication of NTBs is in-
cumbent on Bangladesh in the case of agriculture while
in the case of nonagricultural products, Bangladesh,
as an LDC, has been exempted from making any com-
mitments on NTBs. Insofar as the actual situation with
respect to NTBs is concerned, Bangladesh can be reck-
oned as a country that has unilaterally significantly lib-
eralized its trade regime in recent years by reducing
both tariffs and NTBs. Between 1991/92 and 1995/96,
the number of four-digit items in both agricultural and
nonagricultural products subject to trade-related quan-
titative restrictions (QRs) was reduced from 137 to 41.
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In 1999, trade-related QRs remained on imports of a
few agricultural products as follows:3

0407.00 Eggs except hatching eggs

1404.901 Tendu leaves (“Biri” leaves)

1503.001 All goods including lard stearin but ex-
cluding nonedible tallow and refined
bleached deodorized (RBD) palm stearin

Commitments on Tariffs
As an LDC, Bangladesh was not obliged to make any
significant concessions under the UR. It chose, like
many other developing countries, to bind tariffs at well
above the actual operative levels. Whereas, in the case
of a set of nonagricultural products, tariffs were bound
at 50% plus a 30% additional charge, in the case of
agricultural products included in the URAA, tariff
bounds have been set at a uniform ceiling rate of 200%

Table 2. Bangladesh’s UR-Bound Tariffs for Agricultural Productsa and 1994/95 Actual Operative
Tariffs

3. Sugar imports are a monopoly of the Bangladesh Sugar and Food
Industries Corporation.

Source: Annex C.

for all agricultural goods except 13 (six-digit HS code)
items for which the bound rate is 50% (Annex B and
Table 2). In addition, a license fee of 2.5% has been
bound as other duties and charges for all agricultural
products with certain exceptions.4  Five of these com-
mitted rates are scheduled for implementation by 2004,
while the rest of the items were implemented in 1995.
The base rates of the five items for which the bound
rate is implementable by 2004 were 100% in one case
and 150% in four others. These base rates were imple-
mented during the negotiation period or at the begin-
ning of the implementation period starting with 1995.
Only on two agricultural products (green and black tea),
the tariffs were bound at lower than actual operative
levels.

4. Importers and products exempted from the license fee include
government departments, local authorities, recognized educational
institutions, public hospitals, products such as petroleum oil and
lubricant, raw cotton, stable fibre, wool top, clinker, fertilizer and
rock phosphate, imports including capital goods for export indus-
tries, etc.
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It should be noted, however, that effective prior to
the Uruguay Round, Bangladesh already had a set of
most-favored-nation concessational duties on many
other agricultural products. These duty rates, along with
the commitments under the Uruguay Round, were
shown as a second post-UR-bound consolidated sched-
ule. These tariffs along with their corresponding goods
are listed in Table C.1 (Annex C). As for the agricul-
tural products included in the table—for which the
bound rate is other than 200%—the bound rates vary
between 7.5% and 50% (plus 2.5% license fee). Some
of the rates included in the brackets indicate that these
were not final rates but under negotiation and subject
to change.

Bangladesh’s UR-bound tariff rates on agricultural
products in the Table C.1 show that the products for
which tariffs have been bound below 200% number 37
at the four-digit level and 75 at the six-digit level. A
frequency distribution of the consolidated schedule of
bound tariffs presented in Table 3 shows that at the
four-digit level, they cover 18% of a total of 206 agri-
cultural products as defined by the UR. Over 80% of
agricultural products are bound at the very high tariff
rate of 200%. Among the tariffs bound at 50% or lower

rates, only a handful—12—of the 75 six-digit prod-
ucts are bound at lower than 30% rates.

A comparison of the bound tariffs with the actual
operative ones of 1995/96 when the highest operative
tariff, including the license fee, was 52.5% suggests
that the 200% bound tariff was unnecessarily set for
most agricultural products. Also, with a few exceptions,
the bound tariffs are considerably higher than the ap-
plied average rate. The unweighted and import-
weighted average tariff rates (customs duty part only)
on all products, both agricultural and nonagricultural,
were 25.9% and 20.8%, respectively, in FY 1994/95.
In the case of agricultural products, the corresponding
applied average tariff rates were still lower [Bangladesh
Government, 1997]. The high bound tariffs sent an un-
desirable signal to the rest of the world that Bangladesh
was not firmly committed to further trade liberaliza-
tion and that it might consider reverting to higher tar-
iffs (than existing operative ones) in the future for pro-
tection purposes. This enhanced nontransparency and
uncertainty in the tariff structure and the investment
climate.

Source: Annex C.

Table 3. Frequency Distribution of Bangladesh’s Committed Tariffs (Excluding License Fee) on
Agricultural Products
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The UR-Bound Tariffs and Current
Operative Ones

A clearer picture of Bangladesh’s post-UR-bound
tariffs on agricultural products—the consolidated
schedule—within the duty range 0-50% (excluding the
2.5% extra rate)—as compared with the current (1998/
99) operative tariffs can be drawn from Table 4 and
Figure 1, which are derived from data presented in
Annex C. These data show that a much larger num-
ber—46 of the 75 of six-digit agricultural products—
are actually subject to lower tariffs up to 25% within
the 0%-50% tariff range, while only 12 of them are
UR-bound at the same duty range of 0%-25%. An op-
posite picture can be seen in the upper duty range of
above 25-50, where the UR-bound rates number as
many as 63, while the current number actually subject
to the same tariffs is 29 within the commodity groups
for which the consolidated schedule of selected tariffs
up to 50% exist under the UR. Earlier we have seen
that the bulk of all agricultural products—over 80%—
are bound at the unnecessarily very high tariff rate of
200% plus 2.5%. Actual
operative tariffs lie within
the upper bound of 40%
plus 2.5%.

As part of ongoing
structural reforms,
Bangladesh unilaterally
made some liberalizing
changes in its overall tar-
iffs over time. The maxi-
mum tariff rate was re-
duced to 40% plus an
extra 2.5% in FY 1998/99
from the 1994/95 rate of
60% plus 2.5%. The tar-
iff spread or dispersion
has been reduced during
the same period, perhaps in large part, due to the cut in
the maximum tariff but also due to a reduction in re-
cent years in the number of products subject to tariffs
lower than 7.5 % and reduction of the total number of
tariffs including the zero rate from seven to six. As a
result of this reform, the unweighted and import-
weighted average tariff rate (customs duty part) has
come down to 20.7% and 16.8%, respectively, in FY
1997/98 from the respective corresponding numbers
of 25.9% and 20.8% in 1994/95 [Bangladesh Govern-
ment, 1998]. This has reduced tariff escalation and

introduced some element of rationalization in their in-
centive effects on domestic production activities. How-
ever, the tariff dispersion still remains quite excessive
with a wide spread in the resulting structure of incen-
tives or effective protection rates. In FY 1995/96, the
economy-wide tariff dispersion, measured in terms of
coefficient of variation, was as high as 72.7; whereas,
in the agricultural sector it was 56.7 [World Bank,
1996]. The following factors lead to a high tariff dis-
persion.

• Use of multiple tariff rates for different finished
products.

• Higher tariffs on finished products and lower ones
on inputs and intermediate products.

• Use of official “tariff values” rather than import in-
voice values for import valuation purposes for duty
assessment in a number of product cases—a prac-
tice that often raises the effective tariff rates for the
products concerned.

• Use of quantitative restrictions on imports, in place
of or in addition to the tariffs used.

Tariff liberalization in Bangladesh so far largely re-
duced statutory levels of protection. Effective protec-
tion levels have not been much reduced [World Bank,
1996]. Also, high persisting illegal trade transactions
on a massive scale are indicative of widespread exist-
ence of high levels of nominal and effective protection
on domestic products caused by existing tariffs. The
continuation of high protection levels for many local

Table 4. Frequency Distributions of UR-Bound Tariffs and Actual
Tariffs at 6-Digit Level

Source: Annex C.
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Figure 1. Comparison of UR-Bound and Actual Tariffs for 75 Six-Digit Tariff Lines, 1998/99.
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products have not only perpetuated and aggravated pro-
ductive inefficiency of the economy but also retained
a significant anti-export bias [World Bank, 1996; Rab,
1995 and 1997]. The cascading tariffs with higher tar-
iffs on outputs and lower ones on inputs have resulted
in serious economy-wide distortions in incentives (ef-
fective protection rates) [Rab, 1995 and 1996].

Because actual tariffs in 1998/99 are lower than
bound tariffs, URAA tariff commitments are unlikely
to have any major impact on agriculture and
agribusiness in Bangladesh except in a few cases. This
is generally true for many developing and least devel-
oped countries because these countries have reduced
tariffs and liberalized trade under structural adjustment
programs (SAPs) at a faster pace than what is implied
under URAA [Valdes and McCalla, 1996].

Commitments on Export Subsidies
Bangladesh declared no export subsidies in its Sched-

ule of UR Commitments [GATT, 1994—Schedule
LXX]. There are two possibilities here. First,
Bangladesh did not have any subsidies on agricultural
exports. Second, if it had, it did not have adequate in-
formation to prepare such estimates and report them.
By exploring and assessing the information that ex-
isted during the 1986-90 period, an attempt is made to
verify Bangladesh’s reported declaration of export
subsidies.

A detailed search of old records revealed that
Bangladesh did not provide any direct price subsi-
dies on its UR-related agricultural exports. How-
ever, there were some special incentives provided to
export activities, especially to nontraditional export
products, which were in the nature of export subsidies.
These will be noted below. It should be noted, how-
ever, that as generally typical of developing countries,
Bangladesh’s agricultural products have always been
rather taxed (negatively subsidized) relative to manu-
factured products through higher protection to the lat-
ter products and through exchange rate distortion in
the form of overvaluation of the domestic currency.
Hutcheson [1985] found in his study, which used in-
put-output matrices of that period for selected sectors
and the nominal protection rates for those sectors, that
exporting activities received an average effective rate
of protection (ERP) of a mere 2%, compared with 104%
for import substitution industries. The relative high
protection of import substitution activities with exten-
sive import and exchange controls and high import tar-

iffs, by artificially depressing the demand for foreign
exchange, also caused a significant distortion in the
exchange rate (in this case, overvalued the domestic
currency), which is also a factor that appeared to have
significantly disadvantaged the agricultural sector, in
general, and agricultural exports, in particular. The
exchange rate distortion seemed to have more than off-
set some export incentives offered during this early
period, when the trade regime was highly inward-look-
ing with a very high tariff and nontariff protection to
import substitution activities.

Export Incentives Providing Subsidies During
the 1986-88 Period

The relative taxation faced by agricultural products
notwithstanding, it is nevertheless required by the
URAA that any measure that could be identified as
falling in the nature of an instrument that enhances
export competition should be noted and measured.
Although Bangladesh reported no export subsidies to
have existed during the 1986-88 base period as already
mentioned and no direct export subsidies were pro-
vided to any of the UR-defined agricultural products,
some of the export incentives existing during that pe-
riod were essentially export subsidies in character.
These incentives were:

1. Possible subsidy element involved in an Export Per-
formance Benefit (XPB).

2. An interest rate subsidy.

3. Special tariff concessions on imports of capital ma-
chinery.

4. Possible subsidy element involved in an export credit
guarantee system.

These subsidies belong to the category of export sub-
sidies that have been subject to reduction commitments
by developed and developing countries other than the
LDCs. Bangladesh, as an LDC, is not obliged to re-
duce such subsidies but is required to freeze such sub-
sidies at the 1986-90 period level. Besides such subsi-
dies for exports, which have been subject to reduction
commitments by developed and developing countries
other than the LDCs, there were in Bangladesh also
some other subsidies existing during that period such
as some freight concessions on shipments of exported
products by the national airline and shipping line and
some concessions on fire and shipping insurance
charges. Nevertheless, such export subsidies aimed at
reducing marketing and transport costs are exempted
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from reduction requirements for the developing coun-
tries [WTO, 1995, pp. 49-50].

Among the nonexempt export subsidies, most were
applicable to the products selected for this study in a
generally uniform manner. A notable exception was
the XPB, where the export incentive benefit, and the
subsidy element involved, if any, varied significantly
among products. These incentives and their estimates,
if feasible, are calculated and shown below.

Export Performance Benefit—This was a special
exchange rate benefit in excess of the official exchange
rate offered to nontraditional export products. How-
ever, the value of the benefit needs to be appraised in
terms of the market (shadow) exchange rate. The nomi-
nal value of the benefit depended on two factors: (1) the
export performance benefit (XPB) entitlement rate of-
fered for particular export products and (2) the differ-
ence between the two exchange rates—the premium
that a Wage Earners’ Scheme (WES) exchange rate
(the rate at which Bangladeshi workers were offered
domestic currency for their earned foreign exchange)
had over the official exchange rate. The XPB is estab-
lished by applying the XPB entitlement rates appli-
cable for particular products to the difference between
the two exchange rates during the particular period in-
volved. During this base period, three XPB entitlement
rates were maintained, at 100%, 70%, and 40%, for
different export products. All agricultural export prod-
ucts except jute (which is outside the UR-defined agri-
cultural products anyway) were entitled to an XPB dur-
ing this base period. With these varying exchange rates
in operation for export activities and with two exchange
rates faced by importing activities—the official and
WES, Bangladesh had an
essentially multiple ex-
change rate system in opera-
tion during this period. The
XPB benefit to export ac-
tivities varied between not
only products but also over
time as the difference be-
tween the two exchange
rates were found to vary, and
this benefit was found to
gradually diminish over
time as the trade and ex-
change regimes became
more and more open over
time. The multiple exchange

rate system was finally abolished in 1992, when a uni-
tary exchange rate was introduced. With this, the XPB
was also gone automatically. During 1985/86, for ex-
ample, the premium of the WES exchange rate over
the official exchange rate was 9.5%, but the difference
between the two exchange rates came down to 5.4%
and 2.0%, respectively, in 1987/88 and 1989/90.The
differences between the two exchange rates (period
average mid-rates) during 1986-90 are shown in
Table 5.

The XPB entitlement rates for different agricultural
products are shown in Annex D. During this early pe-
riod, the official and WES exchange rates (middle rates)
in force along with the estimated shadow exchange
rates are shown in Table 6.

An example of the value of the XPB at the nominal
official exchange rate for three products, respectively,
with 100%, 70%, and 40% XPB entitlement rates for
1987/88 is as follows: (1) the product with 100% en-
titlement rate received 5.44% benefit, (2) that with 70%
entitlement received 3.8% benefit, and (3) that with
40% entitlement received 2.18% benefit. In Table 7 the
estimates of exchange rate subsidies, positive or nega-
tive, if any, for the selected products are provided—
first on the basis of the XPB received at the official
exchange rate and then on the basis of the shadow ex-
change rate.

As can be seen, although the XPB provides some
extra exchange rate benefit per U.S. dollar at the offi-
cial exchange rate to the selected products, if exported,
this benefit is found to be more than offset when the
benefit is evaluated at the shadow (market) exchange

Table 5. Official and Wage Earner’s Scheme (WES) Exchange Rates,
1986-90
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rate. The exchange rate distortion thus disadvantaged
the export products relatively more than some of the
export incentives in place.

Interest Subsidy—During the base period, the se-
lected products were eligible for receiving bank credit
for export purposes at less than the interest rate appli-
cable for other purposes. Nontraditional export prod-
ucts (all our selected products included) faced an in-
terest rate of 9% on export credit, while the normal
rate was around 14%. If any of these products showed
exports exceeding more than anticipated levels of in-
crease in the target set for the sector, the exports so
exceeded were entitled to receive a 2% rebate on the
interest rate, which was intended to bring the effective
interest rate down to a rate of 7% on the credit for the
exports so exceeded. Export credit was available up to
90% of the value of confirmed and irrevocable letter
of credit (L/C) or of the value of the firm’s sales con-
tract. The interest concession benefit for an export prod-
uct that receives and avails credit to the full extent of
90% of the value of export is estimated as the differ-
ence between the normal interest rate and that appli-
cable for export, which was some 5% during this early
period, times the credit received, i.e., 4.5% of the f.o.b.
value of export. The interest subsidy, which could be
actually availed of by a nontraditional export product
concerned, actually depended on the extent to which
credit could be availed, and in some cases where ex-
port performance in a particular year outpaced the tar-
get set for the relevant sector, also on the extent of the
marginal export performance. The benefit thus received
by the export products is difficult to quantify without
relevant background firm level data. Another difficulty

Sources: Bangladesh Bank, Economic Trends, July 1998, for exchange rates.
Hutcheson, T. L., and A. Rab, 1986; and Rab, A., and M. M. Haque,
1987, for shadow exchange rate factors for 1985/86 and 1986/87.

Table 6. Official, WES, and Shadow Exchange Rates, 1986-88
involved in evaluating the real
worth of this benefit is the fact
that getting access to formal
credit from the banking system
was often a more serious prob-
lem for exporters, especially
for the small- and medium-
scale nontraditional exporters
and newcomers in the export
field. Judged from this per-
spective, the interest subsidy
was a dubious benefit to ex-
porters and did not distort
the competitiveness of ex-
ports from Bangladesh.

Duty Concession on Machinery Imports
Machinery imports by export-oriented firms were

eligible for a duty concession equivalent to the excess
of the normal duty rate over 2.5%, since such imports
were liable to pay duty at this concessional rate. The
normal duty rate on machinery imports in 1986/87 var-
ied in the range of 50% and 100%, with a 60% rate on
a number of machinery items. The duty concession on
machinery imports was therefore a substantial conces-
sion for export firms, but it was not available to firms
partially selling in the export market.

Note that, although such a differential duty conces-
sion on capital machinery for export firms may be
counted as export subsidy, in another more meaning-
ful sense, it is not an export subsidy. The URAA posi-
tion on this appears unclear. If the duty-free status of
inputs for exports is, as it should be, considered the
normal situation, a duty exemption or concession is
not a subsidy, but any duty that remains on inputs of
export products is a tax or negative subsidy. Accord-
ingly, the duty-free status on imports of current inputs
for export production is not counted as a subsidy. The
duty concession on capital equipment should not there-
fore be treated as an export subsidy, but the duty that
remains is a remaining tax.

A limited number of nontraditional export products
were also eligible for a similar duty concession in the
form of a duty drawback in excess of 2.5% on imports
of spare parts. Since spare parts are part of current in-
puts, it is not a cognizable concession to be counted as
a subsidy for exporters since imports of all other cur-
rent inputs were eligible for full duty drawback any-
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Table 7. Export Performance Benefit (XPB) Received by Selected Agricultural Products
(Taka/US $)
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way and such a drawback is not counted as an export
subsidy.

The import duties remaining on both machinery and
spare parts for export products should be assessed as
negative subsidies or taxes on exports. Making quanti-
tative estimates of such taxes will require firm-level
data on capital-output ratios.

Export Credit Guarantee
Bankers and exporters were eligible to receive guar-

antees against possible losses on loans received against
overseas commercial and political risks. During the
base period, exporters were eligible for three types of
guarantees. These were:

1. Preshipment export credit guarantee.

2. Post-shipment export credit guarantee.

3. Comprehensive guarantee—export payment risk
payment.

The first two of these guarantees were extended to
the banks providing export credit, while the third was
available directly to the exporters. However, as noted
in the current government export policy document,
because of various complexities in these schemes, these
were not found to be effective to the desired level. No
significant amount of subsidy is involved in these
schemes. Hence, the value of these schemes could be
largely ignored.

From this comprehensive analysis of various export
promotion schemes, it can safely be concluded that
Bangladesh provided no direct or indirect price-
distorting subsidies on its agricultural exports dur-
ing the 1986-90 period.

Commitments on Domestic Support to
Agriculture

Like its declaration on export subsidies, Bangladesh
did not declare any support (AMS) to agriculture when
it submitted its schedule to WTO in April 1994
(Annex B). However, in its revised and consolidated
schedule submitted in November 1994, Bangladesh
recognized that it provided exempted support (included
in Annex 2 of the Agreement on Agriculture) for food
security stocks, food aid, and natural disaster reliefs.
Other support included investment aid or input subsi-
dies to resource poor farmers who are exempted under
the Green Box measures (Annex A). The administra-

tive costs of distributing seeds of paddy, potato, wheat,
etc., at government-fixed prices were also paid by the
government. Nevertheless, total AMS declared re-
mained zero.

Being an LDC, Bangladesh is exempted from re-
ducing AMS, but it has to freeze its support at the 1986-
88 level. To ensure that Bangladesh’s AMS was zero,
an attempt was made to quantify such support. A re-
view of the data for the 1986-88 period revealed that
Bangladesh did not provide any nonexempt prod-
uct-specific direct price support to any of the com-
modities/products included in this study.

Among the nonproduct support, Bangladesh pro-
vided subsidies to seed, fertilizers, irrigation, and agri-
cultural machinery. These subsidies are covered in de-
tail in Asaduzzaman (1999). However, fertilizer
subsidies are analyzed here for two reasons. First, al-
though there were no direct budgetary subsides on urea
during certain years, fertilizer industry received subsi-
dies on natural gas price during the 1986-97 period.
Because such subsidies are not explicitly covered in
the URAA, Bangladesh is justified in claiming no do-
mestic support to agriculture. Second, Bangladesh has
occasionally exported urea and has the potential to
export urea in the future also. If Bangladesh becomes
an important exporter in South Asia, the issue of natu-
ral gas subsidies to fertilizer industry could be forced
on Bangladesh by other countries if these countries find
harm done to their fertilizer industry because of cheap
urea coming from Bangladesh. India may be one of
these countries. Keeping these two perspectives in
mind, an assessment of fertilizer subsidies is provided.
Such subsidies were calculated by using import parity
price of urea and comparing that with ex-factory price.5

To minimize the influence of the Taka devaluation on
estimation, calculations are performed in U.S. dollars
and shadow exchange rate. TSP subsidies are also cal-
culated by using import parity price because
Bangladesh is a net importer of phosphate fertilizers.
Table 7A provides data on subsidies on urea and TSP.
Relatively speaking, urea subsidies were much higher
in the mid-1990s than in the late 1980s for two rea-
sons. First, urea prices in the global markets were very
high—over $200/ton—in the mid-1990s. Second, to
offset the adverse impact of high global prices on fer-
tilizer use and supply and to avert the possible repeat

5. Because Bangladesh was a net importer of urea during the 1986-
88 and 1995-97 periods.
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of the 1994 fertilizer crisis, significant subsidies were
reintroduced in 1995. However, with drop in global
prices and increase in domestic ex-factory prices in
1997/98, total urea subsidies dropped by 70% in 1997/
98 compared with those in 1995/96. Sooner or later,
Bangladesh has to address the issue of implicit subsi-
dies on urea coming from natural gas pricing subsidy.

IV. Trends in Bangladesh’s
Agricultural Trade

The Uruguay Round Agreements are likely to influ-
ence agricultural production and trade in Bangladesh
through (1) trade liberalization committed by
Bangladesh; (2) trade liberalization committed by other
developed and developing countries, especially by
Bangladesh’s trading partners; and (3) trends in and
patterns of Bangladesh’s agricultural trade.

Bangladesh’s URAA commitments have been dis-
cussed in the previous section. In this section, trends
in and patterns of Bangladesh’s agricultural trade are
analyzed so that primary products imported into or
exported from Bangladesh could be identified. Having
identified the patterns of trade in major product groups,
an attempt is made to recognize Bangladesh’s trading
partners and their URAA commitments in Section V.
All this information is combined to assess the implica-
tions of the URAs for Bangladesh’s agricultural trade
and production in Section VI.

Because our interest is in assessing the implications
of URAA on Bangladesh’s production and trade, we
have included only those commodities that are listed

Table 7A. Fertilizer Subsidies

Source: Author’s calculations.

in the agreement on
agriculture [WTO,
1995, p. 56]. It
should be noted that
jute products, fish,
and fish products are
excluded from the
data presented in this
section because these
commodities were
not included under
URAA negotiations.
Also excluded are
leather and leather
products and silk and
cotton yarn and fab-
rics, while raw silk,

combed and carded cotton, hides, and skins are in-
cluded. To the extent these commodities play an im-
portant role in Bangladesh’s trade, the analysis of trade
in this section should be treated with caution.

The analysis of the trade patterns is conducted for
both primary and processed agricultural products by
some broad product groups, as shown in Table 8. The
division of the agricultural products into primary and
processed categories has been made following an
OECD [1997] classification (Standard International
Trade Classification [SITC] Revision 2). Bangladesh’s
trade statistics were available according to a
Bangladesh Standard Trade Classification (BSTC) code
system up to FY 1987/88, which essentially followed
the SITC codes. The subsequent trade statistics since
1988/89 have been according to the new internation-
ally accepted Harmonized System (HS) of codes. The
trade statistics in different product groups have been
compiled following the UR-defined classification by
HS code and taking the corresponding entries by ei-
ther BSTC or HS codes. The matching correspondence
between the two codes followed the Bangladesh Bu-
reau of Statistics (BBS) publication [BBS, 1996].

The trends in trade are analyzed for two time peri-
ods, namely pre-UR (1980-94) and post-UR (1995-97)
periods. In recent years, the overall world trade in both
agricultural and manufactured products has been grow-
ing rapidly, much ahead of the average world GDP
growth rate [IMF, 1998]. In the world trade, develop-
ing countries have been acquiring a growing share,
because their growth in both export and import trades
has been more rapid than that of the industrial coun-
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Table 8. Broad Groupings of Primary and Processed Agricultural Products

Source: OECD [1997] and BBS [1996].
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tries (Table 9). Bangladesh has a tiny share in the total
world trade—0.06% in exports and 0.12% in imports
in 1996. Since 1993 Bangladesh’s share in the world
trade has remained nearly constant.

The broad features of Bangladesh’s agricultural trade,
included in Table 10, can be summarized as follows.

1. Aggregate trade in agricultural products, as defined
by the URAA, accounted for 21%-23% of

Bangladesh’s total trade during the 1980s but sharply
declined in relative importance to a little over 12%
in the 1990s. This drastic relative decline in agricul-
tural trade in the 1990s reflects a sluggish growth of
agricultural imports and an absolute decline in agri-
cultural exports. The decline in agricultural exports
in particular could be interpreted as reflecting a gen-
eral relative policy neglect of the agricultural sector
and its stagnation or poor growth performance.

Table 9. Global and Developing Countries’ Trade in Agricultural
Products, 1993-97

Source: International Monetary Fund, International Financial Statistics, June 1998,
pp. 60-61.

Table 10. Broad Features of Bangladesh’s Trade in Agricultural Products
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2. Total agricultural trade has remained overwhelm-
ingly dominated by imports accounting for over 90%
of total agricultural trade. Over time this domina-
tion by agricultural imports showed an increasing
trend, reflecting a relative and an absolute decline
in agricultural exports.

3. Agricultural imports constituted a quarter to about
30% of total imports in the 1980s and close to
one-fifth of total imports in the 1990s. In contrast,
agricultural exports accounted for a much smaller
fraction of total exports at only around 2% in the
1990s, which was sharply down from 6% to 8% in
the 1980s and 98% of these exports consisted of
primary commodities—tea and vegetables.

Trends in Agricultural Imports and Exports
The trends in imports and exports of various agri-

cultural products during the 1980-97 period are pre-
sented in Tables 11 and 12, respectively. These esti-
mates have been made using trade data in current
U.S. dollars. Since the Bangladesh taka underwent
considerable nominal devaluation over time, growth
estimates on the basis of the trade data in the national
currency would give spurious (inflated) results. The
U.S. dollar has remained a relatively stable currency
in the world market for much of the period. It should
be noted, however, that the analysis of growth trends
of agricultural products in current U.S. dollars still re-
mains affected by the fact that during the mid-1980s
the world prices for agricultural products fell consid-
erably. To estimate the average annual growth rates
for different time periods and to look at other charac-
teristics, the trade data for individual years were aver-
aged for 5 years up until 1993/94 and for 3 years for
the subsequent years up to 1996/97, the latest year for
which the detailed trade data were available. Because
of year-to-year fluctuations in imports and exports, this
averaging has made the data more representative and
lent more credibility to the estimates of annual aver-
age growth rates in the different subperiods.

During the 1980-94 (pre-UR) period, Bangladesh’s
total imports increased at 5.3%/year, and total exports
increased at 11%/year. After 1993/94 total imports and
total exports increased at a slower pace—2.1%/year
and 3.8%/year, respectively. During the 1995-97 pe-
riod, on average Bangladesh imported goods worth
$3.7 billion/year and exported goods worth $2.3 bil-
lion/year leaving an annual deficit of about $1.4 bil-
lion in the balance of trade. Of these, agricultural goods

(included in this study) accounted for 20% of imports
and 2% of exports. During the same period, agricul-
tural imports totaled $721/year million and agricultural
exports $37/year million annually on average, leaving
a balance of trade deficit of $684/year million in the
agricultural trade account.

Bangladesh’s agricultural trade is heavily dominated
by primary products, especially cereals. During the
1995-97 period, primary products accounted for over
60% of the agricultural imports and over 95% of agri-
cultural exports. The most important imports are cere-
als, raw cotton, oilseeds, and fruits and vegetables and
processed imports are animal or vegetable fats and oils
(edible oils, excluding fish oil) and dairy products.
Likewise, primary exports are tea and spices, tobacco,
and vegetables. No single primary processed product
dominates exports. Even by size, exports of processed
agricultural products constitute a small fraction of ag-
ricultural and total exports. During the 1995-97 period,
Bangladesh exported less than$1 million worth of pro-
cessed agricultural products. The disturbing fact is
that not only the earnings from processed agricul-
tural exports are small, if not minuscule, but these
exports have been declining at 6%/year during the
1980-94 (pre-UR) period and at a much faster rate
thereafter. The exports of primary products have also
been declining rapidly. These declining trends may be
a result of both inadequate policies and support mea-
sures and increased domestic demand due to popula-
tion and income growth. Poorly developed marketing
networks and lack of supporting infrastructures such
as packaging, storage, transportation and other neces-
sary complementary facilities have also seriously con-
strained Bangladesh to develop agriculture and enter
the world market in agricultural products in a signifi-
cant way [Faruqee, 1998; World Bank, 1998].

Unlike exports, agricultural imports have been in-
creasing at an appreciable rate. During the pre-UR pe-
riod, imports of primary commodities increased at
1.4%/year and those of processed commodities in-
creased at 4%/year. This trend in processed commodi-
ties is consistent with the similar trend in OECD coun-
tries where trade in processed commodities has
increased at a faster pace than that in primary com-
modities [OECD, 1997]. This higher annual growth in
processed imports in Bangladesh seems to be a result
of two factors. First, growth in population and income
and changes in consumer preferences have created de-
mand for processed foods and therefore led to increased
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Table 11. Imports of Agricultural Products

Sources: Bangladesh Bureau of Statistics (BBS).
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Table 12. Exports of Agricultural Products

NE = Not estimated.

Sources: Bangladesh Bureau of Statistics, except for export figures on vegetables since 1990-91, which have been taken from the Export Promotion Bureau
(EPB) because of gross divergence of the BBS figures from the EPB ones.
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imports because domestic production capacity was in-
adequate to satisfy the growing demand. Second, re-
duction in tariffs and liberalization of trade resulting
from the implementation of structural adjustment pro-
grams seem to have created a favorable environment
for imports of processed products. This trend may con-
tinue in the future, not because of the URAA, but be-
cause of growth in incomes and changes in preferences
and technologies. The positive impact of income
growth and technology changes may possibly outweigh
the negative impact of price changes resulting from
the URAA in the future [OECD, 1997]. The URAA
will have minimal impact on these trends because, as
noted earlier, Bangladesh’s URAA commitments do
not contribute in any significant way to the reduction
of tariffs or liberalization of trade, in general. How-
ever, URAA may create some opportunities for im-
port substitution of edible oils, dairy products, and
preserved fruits and nuts if global prices of these
products increase significantly in the future.

On the export side, Bangladesh’s primary exports
are tea and spices, vegetables, and tobacco in the pri-
mary group and tobacco and animal and vegetable fats
(glycerol) in the processed group. The URAA is un-
likely to create significant opportunities for manufac-
tured tobacco, especially in the OECD countries be-
cause of general reduction in smoking population for
health reasons. Similarly, no significant decreases in
tariffs on beverages (tea and coffee) are expected in
the OECD countries because these commodities did
not enjoy high protection in Europe and North America
even before the URAA. However, as transitional econo-
mies have opened their domestic market, Bangladesh
may benefit by exporting tea and spices to these econo-
mies. For example, Poland accounted for 48% of tea
and spice exports from Bangladesh in 1995/96.6  Thus,
primary and processed fruits and vegetables and other
processed products are the only groups in which
Bangladesh may hope to benefit due to reduced tariffs
and other changes brought about by the URAA in the
OECD countries. However, even in this group, the
Bangladesh Government will have to take a lead in
identifying “niche” markets and providing support in
market intelligence, infrastructure development, and
technology transfer.

V. Bangladesh’s Trading
Partners and Their URAA

Commitments

Not only the URAA commitments of Bangladesh
have an impact on Bangladesh’s trade and domestic
production, but also such commitments of Bangladesh’s
trading partners can have an impact on Bangladesh’s
trade in several ways. First, reduced tariffs and nontariff
barriers by Bangladesh’s partners on imports coming
from Bangladesh and other countries will naturally
increase demand for imports. Second, reduced domes-
tic support for agriculture under the URAA in import-
ing countries will result in increased cost of domestic
production and make imports relatively more attrac-
tive. Third, reduced subsidies on exports may lead to
increased prices in the global markets and therefore
create incentives for exports from those countries that
could not compete because of subsidized exports in
the world market. To understand the implications of
URAA commitments of Bangladesh’s trading partners,
we need to focus on two aspects: (1) identify
Bangladesh’s trading partners and (2) analyze URAA
commitments of Bangladesh’s trading partners.

Bangladesh’s Trading Partners
Tables 13-16 provide country sources of imports and

exports of primary and processed agricultural products
from 1992/93 to 1996/97. Annex E provides origins of
imports and destinations of exports for primary prod-
uct groups. From these tables, the following observa-
tions can be drawn.

1. Bangladesh’s main trading partners for primary im-
ports are India, Australia, United States, Pakistan,
and Canada. These five countries supplied approxi-
mately 70%-80% of the primary agricultural prod-
ucts imported by Bangladesh during the 1993-95
period. A significant increase in Australia’s share
after 1995 indicates that the URAA-reduction com-
mitments on export subsidies and domestic support
in the United States and the European Union (EU)
have made Australia, a member of the Cairns group
of countries7 which worked diligently to bring agri-
culture under the GATT umbrella and to liberalize
agricultural trade, a more competitive supplier of
cereals in the world market.

6. See data in Annex E for details.

7. Canada, Australia, New Zealand, Thailand, Indonesia, Malay-
sia, The Philippines, Argentina, Brazil, Colombia, Chile, Uruguay,
Fiji, and Hungary.
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Table 13. Imports of All Primary Agricultural Products by Country Source (% Share)
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Table 14. Imports of All Processed Agricultural Products by Country Source (% Share)

Source: BBS.
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Table 15. Exports of All Primary Agricultural Products by Country Destination (% Share)



26

Table 16. Exports of All Processed Agricultural Products by Country Destination (% Share)

Source: BBS.
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2. Although processed products came from diverse
sources, Argentina, Brazil, and Malaysia supplied a
large share of processed imports. Other important
sources are India, Australia, New Zealand, Denmark,
Bhutan, Poland, and the Netherlands.

3. Pakistan and Poland are the principal export desti-
nations of Bangladesh for its main products. The
former Soviet Union, Saudi Arabia, United Arab
Emirates, and United Kingdom are other important
export destinations. The fact that Poland has become
an important destination for Bangladesh’s primary
exports after 1995 indicates the influence of both
economic reforms and UR agreements on opening
of formerly controlled markets.

4. For the processed exports, which are small in value
anyway, India, the United States, and Saudi Arabia
are the principal destinations. Singapore, Hong
Kong, and Malaysia are other important partners.
Since Bangladesh does not offer many processed
products for export, there are few trading partners.
As indicated earlier, although trade in processed
products is increasing at a faster rate in the OECD
countries, Bangladesh cannot benefit from these
trends unless it devotes significant efforts to devel-
oping infrastructures, skills, and technologies for
penetrating these markets.

URAA Commitments of Bangladesh’s
Trading Partners

For discussing the URAA commitments,
Bangladesh’s trading partners are divided into two
groups:  (1) OECD countries and (2) South Asian coun-
tries. In addition, the URAA commitments of selected
countries for agricultural inputs are also described.

URAA Commitments of Organization for
Economic Co-Operation and Development
Countries

It was indicated earlier that Bangladesh imports from
and exports to several OECD countries. Tariff reduc-
tion and export subsidy commitments of these coun-
tries are likely to impact Bangladesh’s trade and do-
mestic production of several commodities. Tables 17
and 18 provide information about tariff reduction com-
mitments of OECD countries. For the three important
exports—tea, fruits and vegetables, spices, and to-
bacco—from Bangladesh, OECD countries as a group
have committed to reduce tariffs by 35%, 36%, 35%,
and 36%, respectively. For fruits and vegetables, tariff
reduction commitments vary from 28% to 39% among
the European Union, the United States, and Japan.

The breakdown of fruits and vegetables among fresh
or chilled and processed or preserved groups reveals
that tariff reductions vary from 23% in EU to 50% in

Table 17. Tariff Reductions on Agricultural Products (Percent Reductions, Simple Average)

Source: FAO [1998].
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Australia for fresh or chilled vegetables and 28% to
54% for fresh or chilled fruits. For preserved or pro-
cessed fruits and vegetables, tariff reductions vary from
25% in EU to 48% in New Zealand (Table 18). Even
in absolute terms, EU and Japan have reduced tariffs
on tropical fruits considerably (OECD, 1997, p.46). It
is in this area that Bangladesh may potentially benefit
significantly by identifying niche markets, as it has done
for French beans and baby pineapples. An aggressive
marketing approach will be needed to tap these
potential markets. Tariff reduction on tea may also
benefit Bangladesh, but base tariffs on tea and coffee
were already low—4%-6%. As indicated earlier, open-
ing of the markets in transitional economies offers bet-
ter prospects for tea and spices in the short to medium
term. Likewise, tariff reduction on tobacco may also
have marginal impact. It must be stressed that any ad-
vantage resulting from these tariff reductions may be
compromised by the loss of Generalized System of
Tariff Preferences (GSP)privileges currently enjoyed
by Bangladesh. Under GSP, Bangladesh enjoys pref-
erential access to OECD markets at low or no tariffs.
In the future, these preferences will be replaced by open

access, and Bangladesh will have to compete with other
developing countries such as Swaziland, Uganda, and
Mozambique for exports of fruits and vegetables. How-
ever, given the labor-intensive nature of these prod-
ucts and being a labor-abundant country, Bangladesh
should be able to keep and perhaps increase its share
in these markets.

Edible oils and dairy products are two primary im-
ports for Bangladesh. Reductions in both tariffs and
export subsidies for these products are expected to af-
fect Bangladesh adversely in the short term by raising
global prices. However, in the long run these commit-
ments may create opportunities for domestic produc-
tion for cost-effective import substitution. For edible
oils, tariff reductions average 42%—ranging from 36%
in Australia to 47% in Japan and for dairy products
from 15% in Norway to 50% in Australia. However,
for the latter products “base tariffs are high and reduc-
tion commitments are minimal (OECD, 1997).” Be-
cause tariff reductions are minimal for dairy products,
it is unlikely that these commitments will have a sig-
nificant impact on global prices. However, export sub-

Table 18. Overview of Tariff Reduction Commitments by Primary Product Categories (Simple
Average of Percentage Reduction)

Source: Uruguay Round schedules. Reproduced from OECD [1997].
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sidy reduction commitments may exert upward pres-
sure on dairy product prices.

Export subsidy reduction commitments of selected
countries for various products are presented in Table
19. The impact of export subsidy reduction commit-
ments on the quantity of subsidized exports is summa-
rized in Table 20. The European Union, the United
States, and Australia have committed to reduce export

subsidies by 36%. Export subsidies are expected to be
reduced by 10%-32% on dairy products in OECD coun-
tries. The quantity of subsidized exports is expected to
be reduced less than 1% of vegetable oils to 17% of
milk powder. It should be noted that nearly 25%-53%
of dairy products and over 40% of wheat-related ex-
ports in 1992 were subsidized. In contrast, subsidized
exports accounted for only 6%and 1% of global trade
in oil seeds and vegetable oils, respectively. Because

Table 19. Export Subsidy Reduction Commitments by Selected Countries (US $
Million)

Source: FAO [1998].

Table 20. Export Subsidies: Aggregate Quantities and Reduction Commitments of
OECD Countries for Selected Commodities

Source: FAO [1998].
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most of the oilseeds and edible oils are imported from
Malaysia, Argentina, and Brazil, where export subsi-
dies are minimal, Bangladesh may not experience a
significant increase in import prices of these products.
Moreover, in contrast to cereals and dairy products,
subsidized exports of oilseeds and vegetable oils ac-
counted for a small portion of global trade in 1992 as
noted above. Hence, the adverse impact of price in-
creases resulting from subsidy reduction commitments
for oilseeds and edible oils on Bangladesh is expected
to be minimal.

URAA Commitments of South Asian
Countries

Among the four South Asian developing countries
of Bangladesh, India, Pakistan, and Sri Lanka,
Bangladesh is the lone LDC. Compared with the other
three countries, Bangladesh’s post-UR-bound tariffs on
agricultural products could be seen as most conserva-
tive. Sri Lanka’s bound tariffs at 50% for all of their
agricultural products except some food items are the
lowest and most outward-looking among the group.
Pakistan, which had a very small number of pre-UR
tariff bounds, agreed to bind all tariff lines and chose
to bind most agricultural products at 100% to be effec-
tive in 1995. Both Bangladesh and Pakistan opted to
bind tariffs for primary agricultural products at a higher
level than their rates in 1986-88. On the other hand,

India and Sri Lanka bound their rates for similar prod-
ucts at lower rates than the operative ones. While India’s
most favored nation (MFN) tariff bounds on most ag-
ricultural products are generally at 100%, 150%, or
300%, MFN tariffs as low as 40% to 10% were set for
a number of agricultural products such as live animals,
sugar, fresh cheese and butter, and some vegetables,
and the previously bound zero rate was maintained for
some major food staples like rice and sorghum. India
apparently escaped from the tariffication requirement
on balance-of-payments grounds and continues to main-
tain extensive quantitative restrictions on imports of
agricultural products primarily through state monopo-
lies [Majd, 1995].

The UR will help strengthen trade liberalization re-
forms of India, Pakistan, and Sri Lanka as they need to
bring about an average 24% reduction in their tariffs
by 2004. They are also required to effect a similar re-
duction in their export subsidies. Bangladesh may both
benefit and face increasing export competition from
these trade reforms of their neighboring countries.

URAA Commitments of Selected Countries
for Agricultural Inputs

The Uruguay Round tariff commitments of selected
countries for agricultural inputs—fertilizers and agri-
cultural machinery—are presented in Table 21. It is

Table 21. Tariffs on Fertilizers and Agricultural Machinery in Selected Countries

Source: UR Schedules.



31

clear from the table that few countries have had high
tariffs on fertilizers. Because of food security reasons,
most nations allowed fertilizer imports without tariffs
or quotas (Bumb, 1998a). Even in the European Union,
most fertilizer products carried low duties. Only Po-
land and the Republic of Korea imposed 10%-20% tar-
iffs on fertilizers. During the post-UR period, most
countries are expected to continue low tariffs on fertil-
izer imports although some countries have indicated
high bound rates as a precautionary measure. Because
there are minor changes in tariff rates and few coun-
tries subsidized fertilizer exports, the URAA commit-
ments are unlikely to affect global fertilizer prices or
trade significantly. Global trade in fertilizers has been
increasing at over 3%/year even before the Uruguay
Round (Bumb 1998b). Moreover, due to other changes
including the increase in exports from Eastern Europe
and Eurasia during the 1990s, fertilizer prices have been
declining in recent years (Table 22).

Although tariffs on agricultural machinery are gen-
erally higher than those on fertilizers and India is an
exception in terms of having very high tariffs, the com-
mitted reductions on tariffs are unlikely to affect the
global agricultural machinery prices significantly. Gen-
eral tariff reduction in OECD countries ranges from 2
percentage points to 15 percentage points. In develop-
ing countries, excluding India, this range is 6 percent-
age points to 15 percentage points. Although India had
high tariffs before the UR, its bound tariffs are signifi-
cantly lower.

VI.  Implications of the Uruguay
Round Agreements

General Impact on Developing
Economies

Developing countries’ agricultural trade
and growth will be impacted particularly
by the liberalization in agricultural trade
postulated in the specific URAA, and to
some extent, by the general overall Uru-
guay Round Agreement. Some reviews of
possible impact of the UR on the develop-
ing countries’ trade and growth seem to
suggest modest short-term gains in general
for such economies, with possible negative
impact for net food-importing countries
because of an expected increase in global
grain prices. However, these economies can
expect to gain in the long run from the
URAA and the overall global liberalization

that has been implemented under the UR Agreement
as a whole.

The UR-provisioned liberalization reform has been
required to be implemented over a period of 6-10 years
(6 years for developed and 10 years for developing
countries) starting in 1995, and the implementation is
likely to be concentrated toward the end of the activity
period. This factor, coupled with the fact that many
developing countries have committed their reduction
commitments in import tariffs not from actual opera-
tive levels as in 1994 but from “bound” levels which
were set at levels higher than the actual operative ones,
is likely to dilute or frustrate to some extent the full
impact of the UR. In addition, the simple arithmetic
average tariff reduction requirement with a much lower
minimum reduction for each tariff line will also en-
able countries to reduce tariffs at a slower rate on prod-
ucts which the concerned country thinks need continu-
ation of greater trade protection. Furthermore, the de
minimis provision, which allows countries to provide
trade or production-distorting domestic support (price
support to marketed output) up to an amount equiva-
lent to 5% (10% for developing countries) of domestic
production, also considerably compromises the UR’s
trade liberalization impact.8 The UR also permits state
trading, which is also usually trade distorting. Despite
these limitations, the abolition of nontariff trade barri-
ers and consequent “tariffication” requirements and

Table 22. Global Fertilizer Prices

Source: IFDC (actual and estimates) and World Bank (projections).

8. The marketed portion of domestic production of a product, if
lower than the total output, can receive such support at a higher
rate.
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anticipated tariff and export subsidy cuts and domes-
tic support reduction requirements under the URAA
are expected to strengthen developing economies’ ag-
ricultural export and import substitution prospects.
More importantly, the URAA has opened the door
for liberalizing agricultural trade through future
negotiations. Such liberalization may generate ben-
efits to developing countries in the long run. These
benefits will result from reduced tariffs, export subsi-
dies, and domestic support to agricultural production.
In the future, all tariff lines will be bound (Table 23),
which will provide a transparent signal to exporting
countries in terms of planning and investment for ex-
port markets. Reductions in export subsidy and domes-
tic support will also contribute to increased trade from
those developing countries that have a comparative
advantage in agricultural products.

Short-Run Impact
This impact comes from two opposing kinds of ef-

fects on production and consumption of agricultural
products in developed and developing countries. The
expected outcome of agricultural liberalization in de-

veloped countries in the forms of reductions in subsi-
dies and tariffs, and domestic support is a shrinkage of
domestic production and an increase in domestic con-
sumption and a consequent upward pressure on the
world prices of agricultural products. On the other hand,
developing countries, because of agricultural liberal-
ization, face the prospects of increased domestic pro-
duction and reduced domestic consumption of agricul-
tural products in view of the fact that agricultural
policies in these countries have, in general, tended to
tax agriculture through greater protection to nonagri-
cultural products, exchange rate distortion, monopoly
of marketing boards, and subsidization of urban con-
sumption. These developments would have a down-
ward pressure on the world prices of agricultural prod-
ucts. As Valdes and McCalla suggest, the net impact
of these two opposing consequences in developed and
developing countries will be modest increases in the
world agricultural prices [Valdes and McCalla, 1996].

The developing countries can, in general, expect to
receive modestly improved access in the world mar-
ket, mainly as a consequence of the agricultural liber-

Source: FAO [1998].

Table 23. Pre- and Post-UR Scope of Bindings for Agricultural Products (Number of Tariff Lines,
Import Values, and Respective Percentages)
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alization effected in the developed countries. The most
significant impact of the URAA for developing coun-
tries is likely to come from the commitments under-
taken by the developed countries with regard to export
subsidy and domestic support reductions mentioned
earlier in Section V.

Long-Run Impact
Apart from what could be called price or substitu-

tion effects of the URAA, there will be long-run gains
of the overall trade liberalization attributable to the en-
tire UR Agreement through income and growth gains
to both developed and developing countries, which will
also reinforce the UR trade creation impact for devel-
oping countries’ agricultural products.

Implications for Bangladesh
The patterns of agricultural trade, explained earlier,

offer limited opportunities for Bangladesh. Bangladesh
had so far a relatively low and stagnant participation
in world agricultural trade. Agricultural trade was
mostly in imports. Exports accounted for only a tiny
share of agricultural trade in recent years. This reflected
an underlying absolute decline in agricultural exports
in the 1990s; whereas, growth in agricultural imports—
though low at about 3% annually—was more rapid in
recent years than in the 1980s. Agricultural exports

have been almost entirely in primary products. Export
trade in processed agricultural products has been
virtually nonexistent. In recent years, some nontradi-
tional primary agricultural products such as vegetables
and fruits have entered the export trade, but except for
vegetables none have increased in recognizable export
importance.

During the last decade, growth in trade of agricul-
tural products in OECD countries has been more rapid
for processed than for primary agricultural products,
and such products as processed cereal products and
fruits and vegetables had exceptionally buoyant growth
[Tables 24 and 25]. Some developing countries such
as the Latin American economy, Chile, distinguished
itself in showing a rapid development of exports of
agricultural products in recent years. Bangladesh’s trade
matrices by country of recent years also show that it
imported processed agricultural products principally
from two other Latin American countries, Brazil and
Argentina, and a South Asian developing economy,
Malaysia.

By the end of the implementation period of URAA,
i.e., by 2000 in developed countries and 2004 in devel-
oping countries, tariffs will be reduced from bound
levels in the former countries by an average of 36%

and in the latter countries other
than the LDCs by an average
of 24%. It is expected that tar-
iff reductions that will be ef-
fected on some broad groups
of products such as coffee, tea,
cocoa, fruits, vegetables, and
tobacco in the OECD, EU, the
United States, and Japan range
between 21% and 41%, al-
though from a low tariff base.
Since Bangladesh exports tea,
fruits, vegetables, and tobacco,
it should gain some advantage
from such tariff reductions on
these products in these regions
or countries, although this ad-
vantage will be slightly com-
promised by the loss of gener-
alized special preference
(GSP) currently enjoyed by
Bangladesh. Moreover, Ban-
gladesh should be able to ex-
port some of the agricultural

Table 24. OECD: Annual Growth in Agricultural Trade, 1980-82 to
1990-92

Source: OECD (1997).

Table 25. OECD: Growth in Trade of Selected Commodity Groups,
1980-82 to 1990-92

Source: OECD (1997).
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products to transitional economies and other develop-
ing countries because of greater access that will be
gained to these markets due to tariff decreases.

The implementation of the export subsidy reductions
that are stipulated by the URAA is likely to yield greater
benefits for developing countries such as Bangladesh.
Nontraditional and processed agricultural products of
developing countries, which are likely to benefit most
from export subsidy reductions of developed countries,
are dairy products, fruits, and vegetables, while other
agricultural products that will also be affected by the
export subsidy decreases include wheat and wheat flour,
coarse grains, some animal meat, oilseeds, vegetable
oils, and sugar. Since developed economies have been
maintaining heavy subsidies on such products, a re-
duction in both export subsidies and domestic support
may lead to higher world prices and may open import
substitution possibilities for such products as edible
oils, dairy products, processed fruits and vegetables,
and cereal products. In this context, lower tariffs on
imports from Bhutan should be reexamined so that pro-
cessed products from neighboring countries do not enter
Bangladesh via Bhutan at lower tariffs. Because there
is a captive market for urea in South Asia and because
Bangladesh has resources for producing urea for ex-
ports, Bangladesh should explore the possibility of
expanding urea production for exports.

In some available literature, the magnitude of the
positive effects of the URAA has been estimated to be
small in the short run in view
of the small price gain advan-
tages that are likely to
emerge from the URAA. In
the long run, relatively larger
gains are expected. How-
ever, the benefit, if any,
should be qualified on some
other grounds. First, autono-
mous movements in the
world prices of agricultural
products may nullify or frus-
trate the price gains that are
likely to result from the
implementation of subsidy or
tariff reductions. In recent
years, world prices of agri-
cultural products and inputs
have slumped [Table 26].
This positions exporting de-

veloping countries at a net disadvantage, which may
more than offset the possible gain to be derived from
the URAA but reduces the cost of imports by food-
deficit countries including Bangladesh. Second, there
has been a currency turmoil in several developing coun-
tries and transitional economies such as Russia. The
currency turmoil has curbed the market access possi-
bilities to the countries, which had to contend with large
devaluations of their currencies, and reduced the com-
petitive strength of those countries, including
Bangladesh, which are maintaining relatively stable
currencies. The operation of such factors makes the
impact of the URAA unclear. It is essential that
Bangladesh follow an exchange rate policy that is in
line with the currency movements in other countries
so that any competitive disadvantage that Bangladesh
faces because of an existing inappropriate exchange
rate is duly corrected by an appropriate adjustment of
the exchange rate. In addition, Bangladesh must also
devote more resources in identifying “niche” markets
for exports (fruits, vegetables, urea, tea, and other prod-
ucts) and developing skills and technologies to capi-
talize on such opportunities.

VII.  Summary, Conclusion, and Policy
and Technical Recommendations

Summary and Conclusion
This study focused on Bangladesh’s URAA com-

mitments for seven commodity groups—processed

Table 26. World: Commodity Prices and Price Projections

Source: World Bank (1999).
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cereals, dairy products, edible oils, poultry products,
fruits and vegetables, fertilizers, and agricultural ma-
chinery. An assessment of actual tariffs and support
measures with the URAA commitments is made and
implications of the URAA commitments of Bangladesh
and its trading partners for Bangladesh’s agriculture
and agribusiness development are discussed.

The main conclusions of this study can be summa-
rized as follows.

1. Because it is a least developed country (LDC),
Bangladesh is exempted from reduction commit-
ments on tariffs, export subsidies, and domestic
support to agriculture under the URAA. Neverthe-
less, from the URAA perspective, Bangladesh’s
trading environment is generally distortion free for
the seven commodity groups included in this study.
Because Bangladesh has liberalized its foreign
trade at a faster pace than what is implied by the
URAA, Bangladesh’s URAA commitments on tar-
iffs are unlikely to have any significant impact on
its trade because actual (operating) tariffs for most
commodities are much lower than bound tariffs
(200% on most commodities) under the URAA.

2. Bangladesh provides minimal domestic support to
agriculture and agribusiness. No direct price-dis-
torting subsidies are provided to exports of primary
and processed commodities. Indirect support to
commodity exports is also minimal and mostly
consistent with URAA provisions. In fact,
Bangladesh can and should use the Green Box
measures and other URAA provisions to promote
sound agriculture and agribusiness development
in the country.

3. Reductions in tariffs, export subsidies, and domes-
tic support to agriculture in the developed and de-
veloping countries, especially Bangladesh’s trad-
ing partners, may open opportunities for both
import substitution and export promotion in
Bangladesh. However, it is unlikely that
Bangladesh can benefit significantly in the short
run from such opportunities because of the small
size and narrow base of the agricultural trade, the
small price effect of the URAA, and the resulting
loss of its current GSP privileges. Most of its agri-
cultural trade is in imports; whereas, agricultural
exports account for less than 2% of the total ex-
port trade.

Not only is the size of export trade small but also
it is dominated by primary products. Bangladesh
virtually exported nothing in recent years in the
form of processed agricultural products, as defined
by the URAA (which exclude jute products and
fish and fish products) and, worse still, whatever
little was exported had been declining over time.

4. In the short term, URAA may open opportunities
for import substitution of edible oils and dairy prod-
ucts if global prices of these commodities increase
significantly. In the long term, Bangladesh may
benefit from exports of agroprocessed products,
especially fruits and vegetables, provided it takes
a “proactive” policy approach to develop the
agroprocessing sector by instituting suitable mea-
sures for technology transfer, market research, in-
frastructure development, and enabling policy en-
vironment as suggested in the following
subsections.

Policy and Technical Recommendations
Policy and technical recommendations are divided

into two groups. The first group includes policy and
technical recommendations related to the Uruguay
Round Agreements, whereas the second group deals
with the policy and technical measures necessary for
developing agriculture and agroprocessing in the
country.

1. Policy and Technical Recommendations Related
to the URAs

a.Tariff bounds declared in the UR schedules are
unnecessarily high. For most commodities, except
poultry products, bound tariffs can be easily re-
duced from 200% to a maximum of 50% in the
next round of multilateral trade negotiations. How-
ever, to encourage the production of agricultural
inputs in the country, tariff bounds on fertilizers
and agricultural machinery should be raised from
zero percent to 50%.

b.The remaining quantitative restrictions on agricul-
tural trade should be tariffied.

c. Institutional capacity to analyze various provisions
of the URAs and to develop a necessary database
for designing realistic tariff bounds for the future
rounds of multilateral trade negotiations should
be developed with the Ministry of Agriculture and
the Ministry of Commerce.
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d.Because many LDCs and developing countries
were not well prepared to submit their URAA com-
mitments, these countries should be allowed to
revise their commitments during the next round
of multilateral trade negotiations.

e.The URAA has exempted input subsidies targeted
to low-income or resource-poor farmers. Because
most small farmers in the LDCs are low-income
or resource-poor farmers, the WTO should allow
the exemption of subsidies on agricultural inputs
from domestic support reduction commitments in
such countries.

f. Investment in irrigation infrastructure is essential
for the adoption of new technologies and the pro-
motion of agricultural growth in developing coun-
tries. Since irrigation infrastructure is a public
good, investment for developing irrigation facilities
should be excluded from the AMS calculations.

2. Policy and Technical Recommendations Related
to Agriculture and Agribusiness Development

Agroprocessing in Bangladesh is in its infancy and
requires support for development, so that the coun-
try can benefit from the opening of markets for pro-
cessed goods, especially for fruits and vegetables,
in the developed and developing countries. To sup-
port the development of agribusiness, the following
measures should be taken.

a.The Ministries of Agriculture and Commerce
should develop market intelligence and market
information systems to identify “niche” markets
for primary and processed fruits and vegetables
and other agricultural products exportable from
Bangladesh. A special cell may be created in the
Ministry of Agriculture and in the Export Promo-
tion Bureau of the Ministry of Commerce for this
purpose. The information about potential markets
should be freely and regularly disseminated to in-
terested entrepreneurs.

b.The Government of Bangladesh (GOB) should
make URAA-consistent investments in develop-
ing marketing infrastructural facilities for grad-
ing, packaging, storage, and transportation for re-
ducing transaction costs of exports and develop
additional cargo space for the export of fruits and
vegetables.

c.The GOB should reassess the need for subsidiz-
ing fertilizers and other inputs for two reasons.
First, fertilizer subsidies were reintroduced in the
mid-1990s when urea was selling at over $200/
ton in the global market and fertilizer producers
found it attractive to export fertilizers, thereby
creating a tragic “fertilizer crisis” in the country.
In 1999 urea was selling at less than $80/ton and
therefore there was much less incentive for fertil-
izer producers to divert fertilizers to the global
market. Also, because prices were relatively lower,
there was much less need to continue the subsidy
to protect the interests of farmers. Second,
Bangladesh has a potential to supply urea in the
regional market. To realize that potential in a man-
ner that is consistent with WTO rules, Bangladesh
may not be able to subsidize natural gas price to
the fertilizer industry.

d.Concessional duties on imports of processed fruits
and vegetables coming from Bhutan should be re-
examined for two reasons. First, it distorts the tar-
iff structure and incentives for domestic produc-
tion. Second, it creates incentives for other
countries to channel their exports through Bhutan.
In such indirect trade, Bangladesh does not benefit
from the reciprocity of bilateral trade agreements.

e.The existing differential tariff rates, though con-
sistent with the URAA, create anomalies for the
agroprocessing sector. Under the existing tariff
structure, GOB charges lower tariffs on interme-
diate products and higher tariffs on finished prod-
ucts. Since many of the finished products, such as
paper, plastics, etc., are used as inputs, such tariff
adds to the cost of production and makes domes-
tically manufactured products less competitive.
The Government should over time minimize the
dispersion in tariffs and eventually move to a uni-
tary tariff rate system.

f. The availability of finance for working capital and
investment seems to be a significant constraint to
promoting agroprocessing investments. The access
to institutional finance should be improved by cre-
ating special funds for long-term investments in
agribusiness and by providing support to
agribusiness dealers in project preparation and
loan application.

g.Many small and medium business enterprises need
training and technical assistance to develop
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agroprocessing business. GOB, in cooperation
with donors, should arrange for such training and
technical assistance and facilitate the transfer of
technologies from developed and developing coun-
tries to Bangladesh.

h.Bangladesh’s agricultural “export basket” is very
small and consists of tea, tobacco, and vegetables.
Few processed products appear in this basket, and
there is no existing capacity to capitalize on the
opportunities opened by the URAA. This capac-
ity should be built by taking the measures sug-
gested above. However, in one area, namely, fer-
tilizer production, Bangladesh already has existing
capacity and raw materials (natural gas), and there
is a captive market in south Asia. Building addi-
tional capacity for urea exports may be cost effec-
tive. The GOB should conduct a feasibility study
to expand urea capacity for export and use such
exports to open neighboring markets for mutually
beneficial trade.

i. URAA may also open opportunities for cost-ef-
fective import substitution due to increases in glo-
bal prices resulting from reduced export subsidies
and domestic support to agriculture. The GOB
should conduct detailed feasibility studies to iden-
tify such possibilities in the field of edible oils;
dairy products; and processed cereals, fruits, and
vegetables. It must be stressed that the GOB should
not create artificial tariff barriers or provide sub-
sidies for import substitution, but it must do ev-
erything to remove technological, institutional,
infrastructural, and financial bottlenecks and
policy distortions faced by agroprocessing enter-
prises involved in producing for the domestic
market because imports of processed agricultural
products have been growing and will continue to
grow more rapidly than those of primary products.

In summary, Bangladesh can and should use the
Green Box Measures and other provisions of the
URAA to promote agriculture and agribusiness de-
velopment. To benefit from the growing markets
for processed products, Bangladesh should take a
proactive approach to harness these opportunities.
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Part IV

Article 6
Domestic Support Commitments

1. The domestic support reduction commitments of each Member contained in Part IV of its Schedule shall
apply to all of its domestic support measures in favour of agricultural producers with the exception of domestic
measures which are not subject to reduction in terms of the criteria set out in this Article and in Annex 2 to this
Agreement. The commitments are expressed in terms of Total Aggregate Measurement of Support and “Annual
and Final Bound Commitment Levels.”

2. In accordance with the Mid-Term Review Agreement that government measures of assistance, whether direct
or indirect, to encourage agricultural and rural development are an integral part of the development programmes
of developing countries, investment subsidies which are generally available to agriculture in developing country
Members and agricultural input subsidies generally available to low-income or resource-poor producers in de-
veloping country Members shall be exempt from domestic support reduction commitments that would other-
wise be applicable to such measures, as shall domestic support to producers in developing country Members to
encourage diversification from growing illicit narcotic crops. Domestic support meeting the criteria of this
paragraph shall not be required to be included in a Member’s calculation of its Current Total AMS.

3. A Member shall be considered to be in compliance with its domestic support reduction commitments in any
year in which its domestic support in favour of agricultural producers expressed in terms of Current Total AMS
does not exceed the corresponding annual or final bound commitment level specified in Part IV of the Member’s
Schedule.

4. (a) A Member shall not be required to include in the calculation of its Current Total AMS and shall not
be required to reduce:

(i) product-specific domestic support which would otherwise be required to be included in a Member’s
calculation of its Current AMS where such support does not exceed 5 per cent of that Member’s
total value of production of a basic agricultural product during the relvant year; and

(ii) non-product-specific domestic support which would otherwise be required to be included in a
Member’s calculation of its Current AMS where such support does not exceed 5 per cent of the
value of that Member’s total agricultural production.

(b) For developing country Members, the de minimis percentage under this paragraph shall be 10 per
cent.

5. (a) Direct payments under production-limiting programmes shall not be subject to the commitment to
reduce domestic support if:

(i) such payments are based on fixed area and yields; or

(ii) such payments are made on 85 per cent or less of the base level of production; or

(iii) livestock payments are made on a fixed number of head.

(b) The exemption from the reduction commitment for direct payments meeting the above criteria shall
be reflected by the exclusion of the value of those direct payments in a Member’s calculation of its
Current Total AMS.
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Article 7
General Disciplines on Domestic Support

1. Each Member shall ensure that any domestic support measures in favour of agricultural producers which are
not subject to reduction commitments because they qualify under the criteria set out in Annex 2 to this Agree-
ment are maintained in conformity therewith.

2. (a) Any domestic support measure in favour of agricultural producers, including any modification to
such measure, and any measure that is subsequently introduced that cannot be shown to satisfy the
criteria in Annex 2 to this Agreement or to be exempt from reduction by reason of any other provi-
sion of this Agreement shall be included in the Member’s calculation of its Current Total AMS.

(b) Where no Total AMS commitment exists in Part IV of a Member’s Schedule, the Member shall not
provide support to agricultural producers in excess of the relevant de minimis level set out in para-
graph 4 of Article 6.

Annex 1
Product Coverage

1. This Agreement shall cover the following products:

(i) HS Chapters 1 to 24 less fish and fish products, plus*
(ii) HS Code 2905.43 (mannitol)

HS Code 2905.44 (sorbitol)
HS Heading 33.01 (essential oils)
HS Headings 35.01 to 35.05 (albuminoidal substances, modified starches, glues)
HS Code 3809.10 (finishing agents)
HS Code 3823.60 (sorbitol n.e.p.)
HS Headings 41.01 to 41.03 (hides and skins)
HS Heading 43.01 (raw furskins)
HS Headings 50.01 to 50.03 (raw silk and silk waste)
HS Headings 51.01 to 51.03 (wool and animal hair)
HS Headings 52.01 to 52.03 (raw cotton, waste and cotton carded or combed)
HS Heading 53.01 (raw flax)
HS Heading 53.02 (raw hemp)

2. The foregoing shall not limit the product coverage of the Agreement on the Application of Sanitary and
Phytosanitary Measures.
*The product descriptions in round brackets are not necessarily exhaustive.

Annex 2
Domestic Support: The Basis for Exemption From the Reduction Commitments

1. Domestic support measures for which exemption from the reduction commitments is claimed shall meet the
fundamental requirement that they have no, or at most minimal, trade-distorting effects or effects on production.
Accordingly, all measures for which exemption is claimed shall conform to the following basic criteria:

(a) the support in question shall be provided through a publicly-funded government programme (in-
cluding government revenue foregone) not involving transfers from consumers; and,

(b) the support in question shall not have the effect of providing price support to producers;

plus policy-specific criteria and conditions as set out below.
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Government Service Programmes

2. General services
Policies in this category involve expenditures (or revenue foregone) in relation to programmes which pro-

vide services or benefits to agriculture or the rural community. They shall not involve direct payments to produc-
ers or processors. Such programmes, which include but are not restricted to the following list, shall meet the
general criteria in paragraph 1 above and policy-specific conditions where set out below:

(a) research, including general research, research in connection with environmental programmes, and
research programmes relating to particular products;

(b) pest and disease control, including general and product-specific pest and disease control measures,
such as early-warning systems, quarantine and eradication;

(c) training services, including both general and specialist training facilities;

(d) extension and advisory services, including the provision of means to facilitate the transfer of infor-
mation and the results of research to producers and consumers;

(e) inspection services, including general inspection services and the inspection of particular products
for health, safety, grading or standardization purposes;

(f) marketing and promotion services, including market information, advice and promotion relating to
particular products but excluding expenditure for unspecified purposes that could be used by sellers
to reduce their selling price or confer a direct economic benefit to purchasers; and

(g) infrastructural services, including: electricity reticulation, roads and other means of transport, mar-
ket and port facilities, water supply facilities, dams and drainage schemes, and infrastructural works
associated with environmental programmes. In all cases the expenditure shall be directed to the
provision or construction of capital works only, and shall exclude the subsidized provision of on-
farm facilities other than for the reticulation of generally available public utilities. It shall not in-
clude subsidies to inputs or operating costs, or preferential user charges.

3. Public stockholding for food security purposes5

Expenditures (or revenue foregone) in relation to the accumulation and holding of stocks of products which
form an integral part of a food security programme identified in national legislation. This may include govern-
ment aid to private storage of products as part of such a programme.

The volume and accumulation of such stocks shall correspond to predetermined targets related solely to
food security. The process of stock accumulation and disposal shall be financially transparent. Food pur-
chases by the government shall be made at current market prices and sales from food security stocks shall be
made at no less than the current domestic market price for the product and quality in question.

4. Domestic food aid6

Expenditures (or revenue foregone) in relation to the provision of domestic food aid to sections of the
population in need.

5. For the purposes of paragraph 3 of this Annex, governmental stockholding programmes for food security purposes in
developing countries whose operation is transparent and conducted in accordance with officially published objective criteria
or guidelines shall be considered to be in conformity with the provisions of this paragraph, including programmes under
which stocks of foodstuffs for food security purposes are acquired and released at administered prices, provided that the
difference between the acquisition price and the external reference price is accounted for in the AMS.

5 & 6. For the purposes of paragraphs 3 and 4 of this Annex, the provision of foodstuffs at subsidized prices with the
objective of meeting food requirements of urban and rural poor in developing countries on a regular basis at reasonable
prices shall be considered to be in conformity with the provisions of this paragraph.
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Eligibility to receive the food aid shall be subject to clearly-defined criteria related to nutritional objectives.
Such aid shall be in the form of direct provision of food to those concerned or the provision of means to
allow eligible recipients to buy food either at market or at subsidized prices. Food purchases by the govern-
ment shall be made at current market prices and the financing and administration of the aid shall be transpar-
ent.

5. Direct payments to producers

Support provided through direct payments (or revenue foregone, including payments in kind) to producers
for which exemption from reduction commitments is claimed shall meet the basic criteria set out in paragraph 1
above, plus specific criteria applying to individual types of direct payment as set out in paragraphs 6 through 13
below. Where exemption from reduction is claimed for any existing or new type of direct payment other than
those specified in paragraphs 6 through 13, it shall conform to criteria (b) through (e) in paragraph 6, in addition
to the general criteria set out in paragraph 1.

Eligibility to receive the food aid shall be subject to clearly-defined criteria related to nutritional objectives.
Such aid shall be in the form of direct provision of food to those concerned or the provision of means to
allow eligible recipients to buy food either at market or at subsidized prices. Food purchases by the govern-
ment shall be made at current market prices and the financing and administration of the aid shall be transpar-
ent.

6. Decoupled income support

(a) Eligibility for such payments shall be determined by clearly-defined criteria such as income, status
as a producer or landowner, factor use or production level in a defined and fixed base period.

(b) The amount of such payments in any given year shall not be related to, or based on, the type or
volume of production (including livestock units) undertaken by the producer in any year after the
base period.

(c) The amount of such payments in any given year shall not be related to, or based on, the prices,
domestic or international, applying to any production undertaken in any year after the base period.

(d) The amouint of such payments in any given year shall not be related to, or based on, the factor of
production employed in any year after the base period.

(e) No production shall be required in order to receive such payments.

7. Government financial participation in income insurance and income safety-net programmes.

(a) Eligibility for such payments shall be determined by an income loss, taking into account only in-
come derived from agriculture, which exceeds 30 per cent of average gross income or the equivalent
in net income terms (excluding any payments from the same or similar schemes) in the preceding
three-year period or a three-year average based on the preceding five-year period, excluding the
highest and the lowest entry. Any producer meeting this condition shall be eligible to receive the
payments.

(b) The amount of such payments shall compensate for less than 70 per cent of the producer’s income
loss in the year the producer becomes eligible to receive this assistance.

(c) The amount of any such payments shall relate solely to income; it shall not relate to the type or
volume of production (including livestock units) undertaken by the producer; or to the prices, do-
mestic or international, applying to such production; or to the factors of production employed.
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(d) Where a producer receives in the same year payments under this paragraph and under paragraph 8
(relief from natural disasters), the total of such payments shall be less than 100 per cent of the
producer’s total loss.

8. Payment (made either directly or by way of government financial participation in crop insurance schemes) for
relief fro natural disasters.

(a) Eligibility for such payments shall arise only following a formal recognition by government authori-
ties that a natural or like disaster (including disease outbreaks, pest infestations, nuclear accidents,
and war on the territory of the Member concerned) has occurred or is occurring; and shall be deter-
mined by a production loss which exceeds 30 per cent of the average of production in the preceding
three-year period or a three-year average based on the preceding five-year period, excluding the
highest and the lowest entry.

(b) Payments made following a disaster shall be applied only in respect of losses of income, livestock
(including payments in connection with the veterinary treatment of animals), land or other produc-
tion factors due to the natural disaster in question.

(c) Payments shall compensate for not more than the total cost of replacing such losses and shall not
require or specify the type or quantity of future production.

(d) Payments made during a disaster shall not exceed the level required to prevent or alleviate further
loss as defined in criterion (b) above.

(e) Where a producer receives in the same year payments under this paragraph and under paragraph 7
(income insurance and income safety-net programmes), the total of such payments shall be less than
100 per cent of the producer’s total loss.

9. Structural adjustment assistance provided through producer retirement programmes.

(a) Eligibility for such payments shall be determined by reference to clearly defined criteria in programmes
designed to facilitate the retirement of persons engaged in marketable agricultural production, or
their movement to non-agricultural activities.

(b) Payments shall be conditional upon the total and permanent retirement of the recipients from mar-
ketable agricultural production.

10. Structural adjustment assistance provided through resource retirement programmes.

(a) Eligibility for such payments shall be determined by reference to clearly defined criteria in programmes
designed to remove land or other resources, including livestock, from marketable agricultural pro-
duction.

(b) Payments shall be conditional upon the retirement of land from marketable agricultural production
for a minimum of three years, and in the case of livestock on its slaughter or definitive permanent
disposal.

(c) Payments shall not require or specify any alternative use for such land or other resources which
involves the production of marketable agricultural products.

(d) Payments shall not be related to either the type or quantity of production or to the prices, domestic or
international, applying to production undertaken using the land or other resources remaining in
production.
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11. Structural adjustment assistance provided through investment aids.

(a) Eligibility for such payments shall be determined by reference to clearly-defined criteria in govern-
ment programmes designed to assist the financial or physical restructuring of a producer’s opera-
tions in response to objectively demonstrated structural disadvantages. Eligibility for such programmes
may also be based on a clearly-defined government programme for the reprivatization of agricultura
land.

(b) The amount of such payments in any given year shall not be related to, or based on, the type or
volume of production (including livestock units) undertaken by the producer in any year after the
base period other than as provided for under criterion (e) below.

(c) The amount of such payments in any given year shall not be related to, or based on, the prices,
domestic or international, applying to any production undertaken in any year after the base period.

(d) The payments shall be given only for the period of time necessary for the realization of the invest-
ment in respect of which they are provided.

(e) The payments shall not mandate or in any way designate the agricultural products to be produced by
the recipients except to require them not to produce a particular product.

(f) The payments shall be limited to the amount required to compensate for the structural disadvantage.

12. Payments under environmental programmes.

(a) Eligibility for such payments shall be determined as part of a clearly-defined government environ-
mental or conservation programme and be dependent on the fulfilment of specific conditions under
the government programme, including conditions related to production methods or inputs.

(b) The amount of payment shall be limited to the extra costs or loss of income involved in complying
with the government programme.

13. Payments under regional assistance programmes.

(a) Eligibility for such payments shall be limited to producers in disadvantaged regions. Each such
region must be a clearly designated contiguous geographical area with a definable economic and
administrative identity, considered as disadvantaged on the basis of neutral and objective criteria
clearly spelt out in law or regulation and indicating that the region’s difficulties arise out of more
than temporary circumstances.

(b) The amount of such payments in any given year shall not be related to, or based on, the type or
volume of production (including livestock units) undertaken by the producer in any year after the
base period other than to reduce that production.

(c) The amount of such payments in any given year shall not be related to, or based on, the prices,
domestic or international, applying to any production undertaken in any year after the base period.

(d) Payments shall be available only to producers in eigible regions, but generally available to all pro-
ducers within such regions.

(e) Where related to production factors, payments shall be made at a degressive rate above a threshold
level of the factor concerned.
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(f) The payments shall be limited to the extra costs or loss of income involved in undertaking agricul-
tural production in the prescribed area.

Annex 3
Domestic Support: Calculation of Aggregate Measurement of Support

1. Subject to the provisions of Article 6, an Aggregate Measurement of Support (AMS) shall be calculated on a
product-specific basis for each basic agricultural product receiving market price support, non-exempt direct
payments, or any other subsidy not exempted from the reduction commitment (“other non-exempt policies”).
Support which is non-product specific shall be totalled into one non-product-specific AMS in total monetary
terms.

2. Subsidies under paragraph 1 shall include both budgetary outlays and revenue foregone by governments or
their agents.

3. Support at both the national and sub-national level shall be included.

4. Specific agricultural levies or fees paid by producers shall be deducted from the AMS.

5. The AMS calculated as outlined below for the base period shall constitute the base level for the implementa-
tion of the reduction commitment on domestic support.

6. For each basic agricultural product, a specific AMS shall be established, expressed in total monetary value
terms.

7. The AMS shall be calculated as close as practicable to the point of first sale of the basic agricultural product
concerned. Measures directed at agricultural processors shall be included to the extent that such measures ben-
efit the producers of the basic agricultural products.

8. Market price support: market price support shall be calculated using the gap between a fixed external refer-
ence price and the applied administered price multiplied by the quantity of production eligible to receive the
applied administered price. Budgetary payments mad eto maintain this gap, such as buying-in or storage costs,
shall not be included in the AMS.

9. The fixed external reference price shall be based on the years 1986 to 1988 and shall generally be the average
f.o.b. unit value for the basic agricultural product concerned in a net exporting country and the average c.i.f. unit
value for the basic agricultural product concerned in a net importing country in the base period. The fixed
reference price may be adjusted for quality differences as necessary.

10. Non-exempt direct payments: non-exempt direct payments which are dependent on a price gap shall be
calculated either using the gap between the fixed reference price and the applied adminstered price multiplied by
the quantity of production eligible to receive the administered price, or using budgetary outlays.

11. The fixed reference price shall be based on the years 1986 to 1988 and shall generally be the actual price
used for determining payment rates.

12. Non-exempt direct payments which are based on factors other than price shall be measured using budgetary
outlays.

13. Other non-exempt measures, including input subsidies and other measures such as marketing-cost reduction
measures: the value of such measures shall be measured using government budgetary outlays or, where the use
of budgetary outlays does not reflect the full extent of the subsidy concerned, the basis for calculating the
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subsidy shall be the gap between the price of the subsidized good or service and a representative market price for
a similar good or service multiplied by the quantity of the good or service.

Annex 4
Domestic Support: Calculation of Equivalent Measurement of Support

1. Subject to the provisions of Article 6, equivalent measurements of support shall be calculated in respect of all
basic agricultural products where market price support as defined in Annex 3 exists but for which calculation of
this component of the AMS is not practicable. For such products the base level for implementation of the
domestic support reduction commitments shall consist of a market price support component expressed in terms
of equivalent measurements of support under paragraph 2 below, as well as any non-exempt direct payments and
other non-exempt support, which shall be evaluated as provided for under paragraph 3 below. Support at both
national and sub-national level shall be included.

2. The equivalent measurements of support provided for in paragrah 1 shall be calculated on a product-specific
basis for all basic agricultural products as close as practicable to the point of first sale receiving market price
support and for which the calculation of the market price support component of the AMS is not practicable. For
those basic agricultural products, equivalent measurements of market price support shall be made using the
applied administered price and the quantity of production eligible to receive that price or, where this is not
practicable, on budgetary outlays used to maintain the producer price.

3. Where basic agricultural products falling under paragraph 1 are the subject of non-exempt direct payments or
any other product-specific subsidy not exempted from the reduction commitment, the basis for equivalent mea-
surements of support concerning these measures shall be calculations as for the corresponding AMS compo-
nents (specified in paragraphs 10 through 13 of Annex 3).

4. Equivalent measurements of support shall be calculated on the amount of subsidy as close as practicable to the
point of first sale of the basic agricultural product concerned. Measures directed at agricultural processors shall
be included to the extent that such measures benefit the producers of the basic agricultural products. Specific
agricultural levies or fees paid by producers shall reduce the equivalent measurements of support by a corre-
sponding amount.

Source: WTO (1995).
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Annex B

Bangladesh: Uruguay Round Commitments

as Recorded in Schedule LXX

of the GATT Negotiations
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Bangladesh: Most-Favoured Nation Tariff – Agricultural Products
Section I – A Tariffs

Tariff item              Description of Base rate of Bound rate Implementation  Special         Initial Other duties
  number                  products       duty    of duty  period from/to safeguard negotiating right and charges
       1                       2          3         4            5        6             7          8

Ordinary customs duties are bound in 1995 at a ceiling rate of 200% for all products Rate of 30%
included in Annex I of the Agreement except: applicable to

products in
01.01.11 Live horses 50% 1995 Annex I
01.04.10 Live sheep 50% 1995 of the Agreement
01.05.11 Live fowls 50% 1995
02.08.20 Frog legs 150% (U)a 50% 2004
05.01.00 Human hair 50% 1995
07.01.10 Seed potatoes 150% (U)a 50% 2004
09.02.10 Green tea (non-fermented) 150% (U)a 50% 2004
09.02.30 Black tea 150 (U)a 50% 2004
10.06.10 Rice in the husk 50% 1995
10.08.30 Canary seeds 50% 1995
12.01.00 Soyabeans (seeds) 50% 1995
12.07.20 Cotton seeds 50% 1995
17.03.10 Molasses 100 (U)a 50% 2004

a. Unbound.
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  Tariff item                      Description of Base rate of Bound rate        Initial
    number                           products duty (U/B)     of duty negotiating right Other duties and charges
         1                                 2         3         4            5                   6

03.06.13 & 23 Shrimps and prawns 50% 30%
25.23.10 Cement clinkers 50% 30%
30.06.60.90 Chemical contraceptive preps 50% 30%
31.03.10 Superphosphates (fertilizers) 50% 30%
53.03.10 Raw jute 50% 30%
63.05.10.10 Sacks and bags of jute 50% 30%
72.01.10 Non-alloy pig iron 50% 30%
73.02.10 Rails 50% 30%
84.01.10 Nuclear reactors 50% 30%
84.02.00 Steam or vapor boilers and boiler parts 50% 30%
84.03.00 Central heating boilers and boiler parts 50% 30%
84.07.10 Aircrafts engines 50% 30%
84.10.11 Hydraulic turbines of power not

exceeding 1,000 KW 50% 30%
84.10.12 Hydraulic turbines of power exceeding

1,000 KW but not exceeding 10,000 KW 50% 30%
84.10.13 Hydraulic turbines of power exceeding

10,000 KW 50% 30%
84.11.91 Parts of turbo-jets 50% 30%

Bangladesh: Most-Favoured Nation Tariff
Section II – Other Products
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  Tariff item                      Description of Base rate of Bound rate        Initial
    number                           products duty (U/B)       duty negotiating right Other duties and charges
         1                                 2         3         4            5                   6

84.11.99 Parts of gas turbines 50% 30%
84.34.10 Milking machines 50% 30%
84.34.20 Dairy machinery 50% 30%
84.39.90 Machinery for making paper or paper

board 50% 30%
84.71.20 Digital ADI’s in same housing as CPU and

input unit 50% 30%
84.71.91 Other digital processing units, whether or

not with system 50% 30%
84.71.92 Input or output units, whether or not with

system 50% 30%
84.73.30 Parts & accessories of machines of No. 84.7 50% 30%
85.25.20 Transmis/apparat/incorp./reception

apparatus 50% 30%
86.01.10 Rail locomotives-powered from an external

source of electricity 50% 30%
86.01.20 Rail locomotives powered by electric

accumulators 50% 30%
86.02.10 Diesel electric locomotives 50% 30%
86.03.10 Self-propelled railway or tramway

coaches, vans and trucks powered from
an external source of electricity 50% 30%

90.20.00.10 Gas masks and similar respirators 50% 30%
90.21.40 Hearing aids, excluding parts and

accessories 50% 30%

Note: No entries are recorded for tariff quotas, preferential tariffs, non-tariff concessions, domestic support (total AMS commitments), and export
subsidies in schedule LXX.

Source: GATT (1994, Vol. 26, Schedule LXX).

Bangladesh: Most-Favoured Nation Tariff (Continued)
Section II – Other Products
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Annex C
Bangladesh’s Bound

and Operative Tariffs
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Table C.2. Bangladesh’s UR-Bound Most Favored National Tariffs for Agricultural Products
(Consolidated Schedule) and Current Actual Operative Tariffs and Other Taxesa
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Annex D

1987-88 Export Performance Benefit (XPB) Entitlement

Rates for UR-Defined Agricultural Products
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Annex D

1987-88 Export Performance Benefit (XPB) Entitlement Rates
for UR-Defined Agricultural Products



4



1

Annex E
Bangladesh’s Imports and

Exports of Agricultural Products
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Annex F

Operative Tariffs and Quantitative Restrictions on

Selected Agricultural Products and Inputs
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